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PREFACE  TO  THE   SECOND  EDITION. 


TT  is  necessary  that  I  should  write  a  few  words,  by 
way  of  preface,  in  order  that  I  may  if  possible 
prevent  any  of  those  misconceptions  which  the  title 
I  have  adopted  may  be  apt  to  create,  and  lest  the 
reader  should  suppose  that  I  write  as  a  Political 
Economist;  perhaps  a  little  syllogism,  though  not 
an  entirely  true  one,  will  serve  best  to  explain  my 
object  in  writing. 

Those  who  write  a  treatise  on  a  subject  should 
first  study  the  subject.  .  Political  Economy  is  a 
subject,  therefore,  before  writing  on  it,  I  should 
have  studied  it.  Those  who  have  studied  it  become 

r* 

by  reason  of  tr^ir  study  Free  Traders.  I  am  a 
Protectionist,  ergo,  I  have  not  studied  the  subject, 
and  ought  not  therefore  to  write  upon  it.  If,  then, 
I  do  not  understand  Political  Economy,  why  do  I 
write  on  it  ?  My  object  then  in  writing  upon  it  is 
not  in  order  that  I  may  elucidate  Political  Economy, 
but  in  order  that  I  may  explain  by  means  of  it  certain 
philosophical  views.  I  am  not,  and  do  not  wish  to 
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be,  considered  as  an  Economist,  and  I  have  merely 
chosen  the  subject  because  it  seemed  to  serve  my 
purpose.  I  might  have  chosen  another  subject,  and 
in  fact,  had  almost  settled  upon  writing  a  treatise  on 
some  legal  subject,  but  I  trust  my  reader  will  excuse 
me  when  I  say  that  I  know  of  no  subject  which 
would  have  suited  my  purpose  so  well  as  wealth  by 
exchange,  and  it  is  because  wealth  by  exchange  is 
a  more  suitable  subject  that  I  have  chosen  it  as  my 
point  d'appui. 

Perhaps  it  will  be  said  that,  under  the  cir- 
cumstances, I  ought  not  to  have  called  this  book 
a  system  of  Political  Economy,  but  rather  a 
system  of  Philosophy  expounded  by  means  of  a 
system  of  Political  Economy.  That  would  doubtless 
have  been  a  better  title,  but,  for  the  sake  of  brevity, 
I  have  cut  the  title  short,  and  have  trusted  to  this 
preface  to  explain  the  somewhat  misleading  nature 
of  the  title. 

But,  again,  I  have  called  it  a  system  of  Political 
Economy,  and  I  have  done  so  in  order  not  to  clash 
with  the  writings  of  men  like  Mill  and  Fawcett. 
I  am,  as  I  have  said,  no  Political  Economist,  and  it 
would,  therefore,  ill  become  me  to  dogmatize  under 
the  name  of  principles  or  a  manual.  Writers  who 
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choose  such  names  choose  them  because  they  are 
fully  conversant  with  their  subject,  for  no  man  can 
presume  to  expound  the  principles  of  a  science  or 
an  art  without  he  possesses  a  considerable  grasp  of 
the  science  or  the  art  to  the  principles  of  which  he 
is  going  to  introduce  his  reader.  The  word  prin- 
ciples, to  my  mind,  implies  complete  knowledge, 
and  not  having,  or  pretending  to  have,  any  such 
knowledge,  I  dare  not  use  so  powerful  a  word. 
I  have,  therefore,  thought  it  wiser  merely  to  call  this 
a  system  of  Political  Economy.  It  may  not  and 
does  not  profess  to  expound  completely  the  system 
of  Economy  under  which  we  live,  but  merely  to  be 
an  attempt  to  evolve  arguments,  such  arguments 
being  founded  upon  a  certain  given  mental  attitude. 
All  I  have  done  is  to  attach  to  wealth  and  value 
given  definite  meanings  and  ideas,  and  from  those 
ideas  I  have  evolved  certain  arguments  as  resultants 
of  that  original  meaning.  I  do  not  wish  to  say  my 
meaning  is  any  one  else's  meaning,  all  I  wish  to  do 
is  to  show  that,  given  a  mental  attitude,  definite 
results  and  arguments  may  be  produced,  and  if  my 
reader  chooses  to  draw  the  inference  that,  therefore, 
writers  who  disagree  with  one  another  use  words 
with  a  different  meaning,  or  to  be  more  exact,  having 
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a  different  preconceived  mental  attitude,  I  think  he 
will  be  justified  in  doing  so.  That  idea,  wealth, 
which  demonstrates  itself  as  thought  directly  simul- 
taneous with  the  writer's  argument,  is  different  in 
the  case  of  a  Protectionist  and  a  Free  Trader.  If  I 
have  succeeded  in  pointing  the  reader's  attention  to 
the  fact  that  the  arguments  of  the  Free  Trader 
differ  from  the  arguments  of  the  Protectionist, 
because  the  parties  attach  a  different  preconceived 
meaning  to  their  words,  I  trust  I  shall  not  call  down 
upon  myself  the  abuse  so  generally  showered  upon 
a  peacemaker,  but  that  each  party  will  go  their  way 
content  with  his  own  original  idea,  and  content  also 
to  hold  it  without  scoffing  at  the  other,  or  regarding 
him  as  a  person  upon  whom  argument  is  wasted. 

Personally,  I  consider  I  can  prove  Free  Trade  to 
be  true  and  logical,  just  as  I  can  prove  Protection 
to  be  equally  true  and  equally  logical ;  but  I  must, 
to  do  cither  one  or  the  other,  assume  a  mental 
attitude  (I  know  of  no  other  way  of  describing 
what  I  mean),  and,  having  assumed  it,  the  matter 
of  producing  arguments  becomes  more  or  less 
mechanical,  and  so  I  leave  the  reader  to  peruse  the 
system,  trusting  that  the  labour  of  years  has  not 
been  entirely  wasted. 
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PRODUCTION. 
CHAPTER   I. 

OF  THE  REQUISITES  FOR  PRODUCTION. 

I.  Preliminary. — In  the  first  edition  of  this  book, 
I  endeavoured  to  aim  at  "metaphysical  nicety  of 
definition,"  of  the  words  wealth  and  value,  in  the  hope 
that  my  readers  would  see  why  it  is  that  so  much 
diversity  of  opinion  exists  upon  all  those  questions 
which  it  is  the  object  of  writers  on  Political  Economy 
to  explain. 

For  various  reasons  I  have  decided  to  abandon 
that  system  of  explanation. 

In  the  first  place,  it  seems  the  better  opinion  that 
the  analytical  method  of  explanation  is  preferable  to 
the  synthetic,  precisely  in  proportion  as  the  synthetic 
commends  itself  to  the  writer.  By  the  analytic  and 
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synthetic  modes  of  explanation,  I  wish  to  convey  the 
difference  between  the  system  of  teaching  such  as  the 
Robertsonian,  and  the  system  involved  by  the  use  of 
say  the  Latin  grammar  as  it  exists  in  schools  at  the 
present  time. 

The  Latin  grammar  is  a  system  of  rules  which 
have  been  deduced  from  a  consideration  of  the 
language  as  written.  Having  studied  the  eminent 
writers  of  antiquity,  it  has  been  found  that  their 
sentences  were  composed  of  words  joined  together 
in  a  particular  order,  with  a  particular  inflexion,  and 
rules,  which  have  been  deduced  from  this  study,  are 
put  together  and  called  a  grammar,  and  these  rules 
the  student  was  expected  to  learn  by  heart,  in  order 
that  he  might  apply  them  to  any  composition  of  his 
own. 

The  Robertsonian  method  of  teaching  is  precisely 
the  reverse  of  this  last,  in  fact,  its  object  might  be 
said  to  be  to  make  each  student  think  out  for  himself, 
and  become  for  himself  his  own  grammar.  The 
idea  is  that  he  should,  by  and  during  his  course 
of  reading,  find  out  how  the  construction  of  a  sentence 
is  grammatically  controlled. 

This  method  is  easier  for  the  learner,  and  really  of 
much  greater  advantage  to  him,  for  it  causes  him  to 
use  his  brain  to  think  instead  of  turning  him  into  a 
machine  whose  sole  business  consists  in  stamping 
a  given  set  of  words  with  a  given  rule.  In  the  syn- 
thetical, or  what  I  may  call  the  grammatical  system, 
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the  student  does  consciously,  and  with  great  effort, 
that  which  under  the  Robertsonian  method  he  does 
unconsciously,  and  without  effort.  The  knowledge 
of  theory  of  itself,  and  by  itself,  is  not  of  necessity 
calculated  to  produce  the  best  practice.  It  is  wiser 
because  it  is  easier  to  attain  the  theory  by  means  of 
and  in  conjunction  with  the  practice,  postponing  the 
latter  to  the  former  as  far  as  may  be. 

Similarly  with  Political  Economy,  a  knowledge  on 
the  part  of  the  reader  at  the  outset  of  his  study  of 
the  precise  view  and  method  which  the  writer  takes 
in  his  explanation  is  inessential,  and  more  or  less 
detrimental,  and  although  it  is  undoubtedly  necessary 
that  the  writer  should  know  the  why  and  wherefore 
of  his  arguments,  and  how  he  arrives  at  them,  yet  it 
is  both  injurious  to  his  work  and  detrimental  to  his 
reader  to  place  with  too  minute  a  detail  before  him 
the  views  up  to  which  it  is  his  object  in  the  whole 
course  of  his  book  to  lead  the  reader  by  easy  and 
gentle  stages.  It  is  for  these  reasons  chiefly  that  the 
scheme  of  this  book  has  been  altered  so  much  from 
that  of  the  first  edition. 

But  there  is  yet  another  and  perhaps  a  more 
conclusive  reason  for  dropping  the  scheme  first 
adopted,  and  that  is  because  the  book  deals  with  a 
subject,  the  value  of  which  to  the  public  depends 
upon  the  simplicity  and  easiness  of  comprehension 
of  the  arguments  upon  which  the  explanation  is 
based. 
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Political  Economy  is  essentially  a  science  for  the 
study  of  the  masses,  it  is  a  science  which  deals 
equally  with  the  smallest  as  well  as  the  largest 
commercial  transactions,  and  it  is  therefore  one 
which  it  is  the  duty  of  a  writer  to  place  before  his 
reader  in  the  simplest  and  plainest  language,  and  it 
is  therefore  my  endeavour  herein  to  make  myself  as 
easily  understood  and  as  plain  as  I  possibly  can. 

The  former  edition  of  this  work  was  more  a 
prolegomena  of  Political  Economy;  that  is  to  say, 
an  explanation  of  the  methods  of  explanation :  an 
endeavour  to  show  how  arguments  for  and  against 
any  particular  course  of  action  might  be  controlled 
and  evolved,  and  how  many  of  them  were  due  to  a 
preconceived  idea  in  the  mind  of  the  writer  or 
speaker,  which  idea  he  held  fast  in  his  mind,  in 
many  cases  quite  unconsciously,  just  in  the  same 
way  as  a  person  ignorant  of  English  grammar 
might  be  said  to  speak  correctly  according  to  the 
grammar  without  at  the  same  time  being  aware  that 
he  was  doing  so.  The  expounding  of  this  phenome- 
non naturally  involved  a  complicated  and  metaphysical 
explanation,  in  which  I  see  now  that  I  many  times 
failed  to  make  my  views  plain  to  the  reader,  probably 
only  to  those  of  a  philosophical  turn  of  mind. 

In  this  edition  I  hope  to  proceed  upon  an  entirely 
different  plan,  and  have,  consequently,  to  a  great 
extent,  altered  the  position  of  the  various  divisions 
of  the  book,  in  the  hope  of  rendering  myself  plainer. 
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The  present  divisions  correspond  to  some  extent 
with  those  employed  by  the  late  Mr.  J.  S.  Mill, 
though  in  consequence  of  the  endeavour  on  my  part 
to  separate  the  two  leading  views  in  economics, 
namely,  the  real  and  the  ideal,  it  will  be  difficult 
for  the  reader  perhaps  to  see  in  many  cases  the 
similarity  between  my  divisions  and  those  of  Mr. 
Mill.  To  give  an  instance,  chapter  iii.,  sees.  5  and  6, 
in  Mr.  Mill's  treatise  are  described  in  the  Index 
as  dealing  with  productive  and  unproductive  con- 
sumption and  labour  for  the  supply  of  productive 
and  unproductive  consumption.  If  the  reader  will 
carefully  read  what  Mr.  Mill  discusses  in  those  sec- 
tions, he  will,  I  venture  to  think,  find  that  Mr.  Mill 
Was  struggling  to  get  from  a  real  to  an  ideal  view ; 
from  a  consideration  of  labour  described  as  produc- 
tive or  unproductive  of  utilities  fixed  and  embodied 
in  material  objects  to  labour  regarded  as  directly  or 
indirectly  productive  of  satisfactions,  and  that  in  his 
endeavour  to  do  so,  he  makes  use  of  the  words 
productive  and  unproductive  in  the  old  way  and 
with  the  same  intention,  with  the  result  of  somewhat 
fogging  his  argument.  It  is  a  roundabout  way  of 
talking  to  describe  that  labour  which  produces  a 
satisfactory  object  capable  of  being  directly  con- 
sumed as  labour  employed  in  producing  objects 
which  will  be  unproductively  consumed.  The  word 
direct  seems  to  me  much  better  than  unproductive, 
and  it  is  for  this  reason  alone  that  I  have  adopted  it. 
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Unproductive  means  the  same  thing  of  course, 
but  it  is,  or  seems  to  me  to  be,  an  unnecessarily 
roundabout  way  of  putting  it.  It  is  an  endeavour 
to  view  the  ideal  from  the  real,  an  endeavour  to 
consider  consumption  from  the  point  of  view  of 
labour  regarded  as  productive  or  unproductive  of  a 
material  object,  and  it  seems  more  straightforward 
and  simpler  to  turn  round  and  view  the  ideal  from 
the  ideal  and  the  real  from  the  real. 

Both  here  and  in  his  consideration  of  what  is 
meant  by  labour  being  productive  and  unproductive, 
Mr.  Mill  was  lead  away  from  the  ideal,  and  perhaps, 
as  it  is  vulgarly  regarded,  more  harsh  view  (that 
is  to  say,  the  view  which,  regarding  wealth  as  object, 
considers  everything  as  unproductive  or  productive 
of  objects)  to  a  more  extended  and  therefore  more 
complete  but  at  the  same  time  more  incompre- 
hensible view  in  his  endeavour  to  soften  off  the 
harshness.  But  while  being  led  away  he  was  unable 
to  throw  off  the  trammels  which  the  older  way  of 
looking  at  these  questions  had  imposed  upon  him  ; 
he  tries  like  a  colossus  to  bestride  the  narrow  world, 
and  in  so  doing  becomes  involved  in  explanations 
which  only  require  a  somewhat  different  point  of  view 
to  render  them  simple  and  easily  comprehended. 

It  is  for  these  reasons  that  I  have  to  some  extent 
altered  the  way  of  putting  the  same  ideas,  it  being 
my  opinion  that  a  great  deal  of  the  mist  surrounding 
Political  Economy  is  caused  simply  and  solely  by 
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want  of  versatility  on  the  writer's  part,  by  the  struggle 
to  make  all  things  fit  in  with  one  preconceived 
notion  which  is  not  sufficiently  comprehensive  to 
take  in  everything  which  preconception  is,  in  fact 
true,  but  inadequate  to  explain  all  the  facts  and 
data  which  require  explanation. 

Before  proceeding  to  deal  more  particularly  with 
the  subject  or  subjects  of  this  treatise,  I  have 
a  few  words  to  say  with  reference  to  the  words 
wealth  and  value.  I  do  not  desire  to  give  any 
lengthy  disquisition  upon  them,  but  just  to  indicate 
generally  my  views  about  them. 

Value  is  an  intuition.  By  that  I  understand  an 
idea  which  comes  to  us  without  any  active  operation 
of  thought.  And  here  I  must  guard  against  a  itiis- 
apprehension  which  is  likely  to  arise  about  the 
subject,  by  saying  I  do  not  mean  a  particular 
instance  of  value,  but  only  the  word  when  used 
generally.  For  instance,  we  say  that  a  thing  is  of 
value  to  us,  that  is  to  say,  we  know  at  once  whether 
we  want  or  do  not  want  the  thing  in  question,  and 
it  is  that  knowledge  which  intuitively  forces  us  to 
conceive  the  idea  value.  Value,  then,  is  an  idea 
which  springs  at  once  to  our  minds,  it  is  a  name 
given  to  a  particular  feeling.  No  process  of  reasoning 
will  convince  us  that  a  thing  which  we  call  valueless 
can  be  of  value,  though  by  an  alteration  in  the 
thing  itself  it  may  become  so.  It  is  an  idea  which 
can  only  be  explained  by  a  description  of  our  feeling 
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in  any  given  case,  such  for  instance,  as  that  given 
by  Professor  Bonamy  Price,  a  dead  child's  doll. 
Here,  for  instance,  a  father  or  mother  might  say  the 
doll  is  of  great  value,  and  value  is  here  most  clearly 
a  question  solely  of  feeling.  The  bereaved  parent 
treasures  or  values  that  which  remains,  in  conse- 
quence of  the  loss  he  has  sustained,  and  it  is  this 
feeling  which  is  denominated  value.  One  more 
word  about  wealth.  Wealth,  what  is  it?  This 
question  I  do  not  now  wish  to  go  into,  all  I  wish  to 
point  out  in  this  place  is  the  way  in  which  the  idea 
wealth  is  arrived  at.  How  is  it  arrived  at  ?  It  is 
by  grasping  the  manifold  of  the  intuition  "  value," 
that  we  obtain  the  unity  of  apprehension  "  wealth." 
That  is  how  we  obtain  the  idea.  It  is  the  result  of 
our  considering  a  man  or  a  nation  possessed  of 
manifold  articles  to  which  he  or  they  attach  a 
value.  It  is  in  a  word  well-being.  A  man  may  be 
said  to  be  "  surpassing  rich  on  forty  pounds  a 
year."  That  is  the  same  as  saying  his  wants  are 
small.  He  possesses  all  the  things  he  values,  and 
all  those  things  only  amount  to  what  others  value  at 
£40  a  year. 

The  importance  of  this  explanation  lies  in  the 
ideas  manifold  and  unity,  if  that  importance  was  fully 
realized  many  of  the  difficulties  which  lie  in  the 
way  of  Political  Economy  would  be  done  away  at 
once.  Grasping  the  manifold  of  the  intuition  value 
as  a  unity,  what  does  this  imply  ?  does  it  not  show 
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us  that  the  true  way  to  treat  of  the  subject  wealth 
is  to  begin  with  that  which  is  in  regard  to  the 
subject,  as  a  fraction  to  a  whole  number.  If  we 
wish  to  write  a  treatise  on  biology  do  we  begin 
with  the  most  complex  biological  form,  man,  and 
treat  of  him  as  a  whole  ?  Is  it  not  better  to  begin 
upon  one  point,  to  study  that  fully  first,  and  after- 
wards, and  by  means  thereof,  get  on  to  higher  things  ? 

But  it  may  be  replied,  supposing  you  have  con- 
sidered the  fraction,  as  I  may  call  it  "  I  value,"  is 
the  matter  advanced  much  farther  ?  There  are  some 
who  think  that  part  of  the  discussion  had  better  be 
left  out.  I  venture  to  think,  however,  there  are 
reasons  and  there  are  modes  in  which  the  idea  may 
be  utilized. 

It  is  by  grasping  the  manifold  as  a  unity.  Now 
does  not  the  fact  that  we  can  and  do  grasp  things 
togetherprove,  orperhaps  I  should  put  it  lower  and  say 
show  to  us  that  between  those  things  so  grasped  the 
idea  of  relation  must  exist  ?  A  man's  form  and  body 
consists  of  various  parts,  each  distinct  by  itself,  and 
capable  of  separate  study.  Man  as  a  whole,  as  a  unity, 
is  capable  of  being  studied  as  such,  but  is  there  no 
importance  in  the  relation  existing  between  one  part 
of  the  body  and  the  other  ?  Is  not  the  study  of  the 
relation  existing,  say  between  the  brain,  the  medulla 
oblongata,  and  the  action  of  the  legs  and  arms  an 
important  study  ?  Then  let  us  apply  the  analogy. 

In   this   country   there   are   30,000,000    "  I's,"  or 


io  POLITICAL  ECONOMY. 

individuals,  all  of  whom  have  the  power,  and,  as  a 
matter  of  fact,  do  attach  a  value  to  an  indefinite 
number  of  articles.  Each  of  these  individuals  is 
equally  capable  of  valuing,  though  their  doing  so 
varies  almost  infinitely.  So  far  we  are  merely 
considering  individuals  in  relation  to  any  particular 
commodity.  Now  let  us  consider  whether  the  value 
attached  by  A  to  an  article  which  will  we  call  "  a  " 
has  not  some  influence  on  B.  It  seems  to  me 
that  the  alteration  in  our  language  when  we  consider 
the  effect  of  B's  value  of  A's  goods,  points 
to  this  as  the  most  important  consideration  in 
Political  Economy,  by  alteration  of  language  I  mean 
the  alteration  from  I  value  to  "it  is  worth."  It 
is  worth  implies  the  existence  of  B.  It  is  an 
expression  which  conveys  an  idea  that  the  article  in 
question  has  a  given  value  to  some  one  else,  other 
than  the  person  who  owns  it  or  is  considering 
its  value  to  himself.  It  is  this  relation,  for  it  can  be 
given  no  other  name,  which  is  implied  by  the  word 
market  value.  In  considering  then  the  subject  of 
market  value,  what  you  ought  really  to  consider  is 
the  value  attached  by  some  one  else  outside  the 
transaction  to  the  goods  exchanged.  That  is  what 
I  understand  by  market  value,  the  value  of  goods  to 
some  one  other  than  the  present  possessor  of  them,  or 
the  parties  exchanging  as  the  case  may  be. 

It  is  not  my  purpose  now  to  go  fully  into  this, 
but  merely  to  show  by  a  cursory  argument  how  I 
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have  endeavoured  to  treat  exchange,  to  show  how 
it  is  that  diametrically  opposite  arguments  can  be 
adduced  about  one  and  the  same  transaction 
merely  by  an  alteration  in  the  point  of  view  of  the 
controversialist.  That,  for  instance,  to  buy  cheap 
and  to  sell  dear  are  merely  different  points  of  view  of 
the  same  transaction  ;  that,  if  I  buy  cheap  then  some 
one  else  has  perforce  bought  dear,  and  that  conse- 
quently it  is  necessary  to  consider  the  various  points 
of  view  to  understand  exchange  properly.  Moreover, 
when  a  person  says  I  have  bought  cheap,  does  not 
the  very  expression  imply  the  existence  of  some 
other  persons  who  would  have  given  or  who  are 
giving  a  higher  price  for  the  same  article  ?  If  it 
does  not,  how  or  on  what  ground  could  it  be  possible 
to  predicate  that  the  purchase  was  a  cheap  one, 
except  in  the  case  where  a  man  is  said  to  have 
bought  cheap  because  the  seller  gave  more  either  on 
his*  purchase  or  in  cost  of  production,  and  even  then 
you  are  implying  the  existence  either  of  some  other 
person  from  whom  he  bought  or  some  other  thing, 
such  as  the  amount  of  time  he  spent  in  production  or 
the  amount  of  labour  given  to  it. 

I  must  ask  my  reader's  pardon  for  a  few  more 
words  about  the  words  wealth  and  value  considered 
philosophically. 

Wealth,  then,  is  an  abstract  general  idea — an 
idea  that  comes  from  grasping  the  manifold  ideas, 
"valuable  objects,"  as  a  unity,  and  value  is  the 
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relation  existing  between  those  persons  and  those 
things,  those  "  I's"  and  those  objects.  For  further 
detail  I  must  refer  my  readers  either  to  Locke  on 
"  The  Human  Understanding,"  or  to  the  first  edition 
of  this  book. 

Value  being  an  idea  of  relation  it  is  necessary  for 
each  person  who  wishes  to  consider  it,  i.e.,  value  in 
any  particular  case  to  take  different  views  of  it.  If 
you  wish  to  consider  the  relation  of  a  tender  to  a 
locomotive  engine,  what  do  you  do  ? 

You  try  and  identify  yourself  with  the  engine,  that 
is  to  say,  that  you  assume  in  your  mind  the  functions 
of  an  engine,  and  then,  but  not  before,  you  can  con- 
sider the  relation  of  the  tender  to  each  particular 
function  of  the  engine.  The  engine  existing  only  in 
its  functions. 

Now  the  functions  of  an  engine  are  numerous,  but 
not  so  numerous  as  the  wants  of  man  or  (dismissing 
wants)  as  men.  It  is  then  our  duty  to  consider  not 
merely  the  relation  of  the  tender  to  the  engine 
generally  but  to  each  particular  function  of  it  and 
similarly  it  is  not  our  duty  to  consider  the  relation 
in  Political  Economy  of  objects  to  men  generally, 
but  of  objects  to  men  individually. 

Now  there  is  a  mode  in  which  this  can  be  done 
without  considering  each  particular  individual,  which 
is,  of  course,  impossible,  and  these  modes  of  value,  as 
I  have  elsewhere  called  them,  are  consequent  upon 
the  idea  of  property.  A  has  property  in  an  object  or, 
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dropping  the  legal  way  of  putting  it,  A  has  an  object 
of  value  which  belongs  to  him.  It  is  possible  to  view 
this  object  as  of  value  to  its  possessor  or  in  its  relation 
to  persons  other  than  its  possessor.  Here  you  have 
two  modes  of  value,  the  egoistic  and  altruistic ;  you 
are  considering  the  relation  of  the  object  to  two 
functions  which,  unhappily  for  economy,  are  generally 
regarded  as  one  and  the  same  function,  namely,  as 
satisfactory  of  the  wants  of  A  or  the  wants  of 
B.  If,  then,  I  hereafter  should  say  that  any  given 
argument  is  an  egoistic  one,  my  reader  will  see  at  once 
that  it  is  an  argument  based  upon  a  consideration  of 
an  article  as  satisfactory  to  one  man  individually,  or 
all  men  taken  together  and  regarded  as  one,  here  then 
is  the  key  to  this  system,  namely,  the  differentiation 
of  value  or  the  turning  of  the  unity  into  the  manifold 
which  is,  if  I  understand  it  correctly,  the  leading 
idea  of  the  Hegelian  or  Athanasian  philosophy.  A 
philosophy  by  no  means  easy  to  understand  and  still 
less  easy  to  explain.  As  I  have  mentioned  before,  I 
write  now  as  far  as  I  can  for  those  to  whom  the  words 
"  abstract  general  idea  "  convey  no  idea  whatever. 
My  more  philosophical  readers,  should  I  have  any, 
will  I  hope  see  how  the  scheme  is  worked  out  and 
be  able  to  correct  any  false  explanations  I  may  have 
given. 

Here,  then,  I  will  leave  my  prolegomena  of  Political 
Economy,  trusting  that  some  readers  may  find  it  of 
use. 
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2.  What  are  the  requisites  for  production  ?  —  Of  the 
requisites  for  the  production  of  commodities,  in 
the  lowest  and  broadest  view,  there  are  two,  man 
and  nature,  or  labour  and  appropriate  natural 
agents. 

Most  persons,  if  not  all,  will  yield  a  ready  assent 
to  the  former  when  we  say  that  all  exertion,  however 
slight,  comes  under  its  head,  and  it  will  hardly  seem 
reasonable  to  object  that  any  commodities  can  be 
produced  and  consumed  without  labour,  from  the 
fact  that  man  is  only  compelled  to  go  and  gather 
the  store  which  the  bounty  of  nature  has  or  had, 
previously  to  man's  existence,  provided  for  his 
entertainment  and  sustenance. 

Labour  cannot  be  said  to  differ  in  kind  but  only 
in  degree,  for  both  mind  and  body  are  essential  to 
the  labour  of  even  the  lowest  animals,  and  it  seems 
merely  a  question  of  the  greater  or  less  predominance 
given  to  each  form  in  any  particular  act  which 
justifies  us  in  calling  it  either  bodily  or  mental. 

To  the  motion  of  the  lowest  organism  nervous 
force  is  essential,  and  brain  is  little  else  than 
nervous  force,  complicated  by  the  evolution  of  the 
organism  possessing  it,  and  without  bodily  exertion 
no  movement  is  perceptible,  though  it  must  be 
supposed  to  take  place.  The  theories  of  philosophers 
cannot  be  regarded  as  produced  without  some 
movement  of  the  brain,  though  we  may  not  be  able 
to  perceive  it.  Such  theories  also  as  philosophers 
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may  by  brain-labour  work  out  are  unknown  to  any 
but  themselves,  save  when  bodily  labour  has  trans- 
ferred them  to  the  paper  which  is  the  medium  of 
communication  with  the  world.  So  that  whether 
we  consider  the  highest  or  lowest  form  of  organism, 
both  bodily  and  mental  labour  are  necessary  to 
produce  any  good  result. 

It  is  tolerably  clear  that  natural  agents  are  essential 
to  the  production  of  commodities,  for  however  much 
mere  labour  may  be  called  a  commodity  to  the 
individual,  by  reason  of  its  providing  an  outlet  for 
his  surplus  energy,  yet,  to  the  providing  of  a 
satisfactory  object  of  desire,  some  form  of  matter  is 
necessary,  and  nothing  save  perhaps  a  lecture  or 
discourse  can  be  treated  as  of  value  in  exchange :  a 
lecture  is  almost  the  only  form  of  labour  which 
produces  what  may  be  said  to  be  a  satisfactory 
object  that  can  be  exchanged  for  money  or  goods, 
but  this  seems  to  be  the  exception  that  proves  the 
rule.  It  is  usual  to  restrict  Political  Economy  to  the 
discussion  of  the  forms  and  methods  of  mercantile 
business,  and  if  we  confine  ourselves  to  this,  then 
appropriate  natural  agents  are  necessary,  if,  however, 
we  are  to  include  all  forms  of  domestic  labour, 
singers  and  public  performers,  then  appropriate 
natural  agents  cannot  be  said  to  be  a  necessity 
of  production.  Vox  et  preterea  nihil  can  hardly  be 
classed  as  an  appropriate  natural  agent,  though 
even  that  is  possible  according  to  each  person's 
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views,  just  the  same  as  what  is  and  what  is  not  a 
commodity  is  easily  capable  of  discussion.  Is  a 
lecture  a  commodity?  Is  dusting  the  furniture  a 
commodity  ?  I  leave  it  to  my  readers  to  decide.  So 
far  as  the  ordinary  purposes  of  Political  Economy 
are  concerned  I  think  it  is  immaterial  whether  we 
say  that  appropriate  natural  agents  are  necessaries 
to  production  or  not,  for  it  is  perfectly  easy  to 
explain  any  particular  proposition  without  any 
lengthy  disquisitions  on  the  meaning  of  words. 

Natural  agents,  just  as  labour,  are  capable  of 
improvement,  but  they  are  still  to  be  regarded  as 
natural  agents,  for  the  sake  of  convenience  in 
writing  and  speaking;  and  all  machinery,  mills, 
engines,  and  farms  are  natural  agents,  which  have 
been  fertilized  by  the  enterprise  and  genius  of  man. 

Hereafter  we  propose  to  say  something  of  the 
property  which  man  is  entitled  to  in  the  improve- 
ments of  natural  agents,  for  it  is  speedily  becoming 
one  of  the  most  important  economic  topics,  such 
for  instance,  as  the  improvements  effected  by  tenant- 
farmers  in  the  natural  agents,  the  possession  of 
which  has  been  by  society  conceded  to  others, 
namely,  the  landlords.  It  is  only  just  and  right 
that  an  improvement  effected  by  one  man  on  the 
land,  as  a  natural  agent  belonging  to  another,  should 
be  returned  to  the  former,  or  that  he  should  at  any 
rate  receive  a  compensation  for  the  expenditure  of 
his  time,  his  money,  or  his  wit,  just  in  the  same 
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way  as  an  investor  receives  something  in  return  for 
the  benefits  he  confers  on  the  natural  agents,  utilized 
by  other  labourers  or  employers  of  labour. 

The  subject,  however,  is  one  of  great  difficulty  in 
treatment,  more  particularly  as  regards  farming 
improvements,  many  of  which  are  transitory,  and 
it  would  seem  to  be  a  good  idea,  so  far  as  landlords 
are  concerned,  even  if  not  so  from  a  farmer's  point 
of  view,  to  make  the  landlord  pay  interest  to  the 
tenant  for  any  money  he  lays  out  in  improvements, 
only  for  so  long  as  the  tenant's  tenancy  lasted ;  by  this 
means  it  would  not  be  the  tenant's  interest  merely  to 
put  in  as  little  as  he  can  in  order  to  take  out  as  much 
as  he  can  in  as  short  a  time  as  possible.  It  is  always 
a  difficult  matter  to  hit  upon  a  plan  which  will  be 
mutually  beneficial  to  two  persons  with  opposing 
interests,  and  I  cannot  help  thinking  that  the 
suggestion  here  made  would  in  some  cases  prove 
beneficial  to  the  landlords  by  reason  of  its  tending  to 
keep  tenants  in  their  farms,  a  tendency  which  the 
modern  system  of  enabling  tenants  to  sell  their 
improvements  as  soon  as  possible  has  in  a  great 
measure  frustrated.  This  subject,  however,  requires 
separate  treatment  and  will  be  further  discussed 
later  on. 

3.  Of  the  requisites  for  the  continued  increase  of 
production. — In  speaking  here  of  the  increase  of 
production,  I  do  not  merely  mean  the  increase  of 
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production  in  proportion  to  the  number  of  persons, 
but  of  its  increase  out  of  proportion,  or  beyond  the 
proportional  increase  of  that  number.  Of  what  is 
currently  understood  by  the  expression  the  increase 
of  wealth,  or  as  we  might  say,  to  express  it  more 
fully,  of  the  means  adopted  by  man  in  order  to 
increase  the  satisfactions  of  the  community,  so  that, 
notwithstanding  the  increase  in  the  number  of 
inhabitants,  there  may  still  be  an  increasing  wealth 
among  those  persons. 

Of  the  requisites  to  such  a  continued  increase  of 
production  there  are  three, — namely,  property, 
exchange,  and  capital. 

The  necessity  of  the  existence  of  the  first  of 
these  three,  or  more  particularly  of  its  private 
existence,  the  world  of  Jacobines,  Socialists,  and 
what  Butler  calls  "  low  proletariat-tything  men  "  will 
most  strenuously  deny.  Is  private  property  a 
necessity  at  all,  and  more  particularly  is  it  a  necessity 
to  the  continued  increase  of  wealth  ?  It  is,  I  think, 
by  no  means  a  necessity,  it  is  conceivable  that  a 
society  should  exist,  but  in  a  very  degraded  position, 
in  which  private  property  was  unknown.  But  I 
venture  to  think  that  nothing  is  a  greater  stimulus 
to  exertion  than  the  thought  arising  naturally  in 
every  man's  breast,  as  he  lays  up  a  store  for  future 
years  of  possible  inability  to  labour,  that  what  he 
has  obtained  by  his  labour  is  his.  And  yet  perhaps 
it  may  be  plausibly  said  no  feature  is  more  strongly 
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marked  in  man  than  the  prodigality  of  those  who 
easily  and  quickly  acquire  property,  showing  that 
the  laying  by  of  a  store,  the  saving  of  a  lifetime, 
are  not  in  that  case  the  stimulus  to  exertion. 
Exertion  is  with  these  men  a  sort  of  necessity  to 
existence,  and  amply  do  they  verify  the  proverb, 
"lightly  come,  lightly  go."  The  labour  which 
produces  a  result  for  them  equivalent  to  the  result 
perhaps  of  a  life  of  hard  work  and  slow  profits 
with  another,  costs  them  physically  nothing,  and 
that  which  costs  nothing  to  obtain  is  treated  with 
a  contempt  which  it  would  not  otherwise  have 
deserved.  Let  us  say  then  that  with  the  majority 
of  men  property  is  a  necessary  stimulus. 

The  gradual  progress  of  the  idea  of  property  is 
to  be  found  well  illustrated  in  Herbert  Spencer's 
"  Sociology  Chapter  on  Property,"  vol.  ii.,  where  it 
will  be  seen  his  investigations  lead  distinctly  to 
the  conclusion  that  the  idea  of  property  developes 
concomitantly  with  the  development  of  the  race 
that  the  greater  the  fixity  of  the  idea  the  higher 
and  greater  is  the  progress  obtained. 

Property  is  a  right  conceded  in  order  to  induce 
labour  and  saving,  that  man  may  not  be  deterred 
from  labour  by  the  abstraction  of  any  results  he  may 
thereby  obtain  and  to  continued  increase  of  pro- 
duction may  be  regarded  as  the  primary  essential, 
for  if  property  were  recognized  only  in  the  things  we 
actually  consume  no  one  would  provide  for  a  future 
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consumption  when  his  provision  would  be  rendered 
useless  and  his  labours  nugatory  by  the  abstraction 
of  its  results  by  the  idle,  the  vicious,  or  the  brutal. 

It  requires  no  argument  to  prove  that  if  the  pro- 
perty of  everything  was  in  the  State  and  every  able- 
bodied  person  was  to  be  compelled  to  do  a  certain 
amount  of  work  for  a  certain  amount  of  pay,  he  would 
come  off  best  who  could  manage  to  do  the  least  work, 
as  the  disproportion  between  the  work  and  the  pay 
would  be  greater,  and  this  would  naturally  tend  to 
diminish  the  rate  of  progress  of  the  world.  Inequality 
is  the  motive  of  action  in  almost  all  actions  which  may 
be  regarded  from  the  Political  Economist's  point  of 
view,  and  he  who  gets  the  greatest  inequality  is  the 
most  successful  man.  In  the  professions,  as  distinct 
from  trades,  this  is  not  so,  the  man  who  gives  best 
work  getting  the  best  pay  as  a  rule,  but  in  trades  the 
effect  is  very  marked,  a  dealer  in  inferior  goods  very 
often  getting  a  better  price  for  his  goods,  in  comparison 
to  the  goodness  of  the  things,  than  a  dealer  in  what  is 
really  a  much  better  class  of  article.  There  seems  to 
be  as  it  were  a  medium  pitch  of  goodness  which  is 
required  to  secure  the  greatest  profit. 

Of  all  the  modes  of  increasing  the  wealth  of  the 
community  perhaps  exchange  is  the  one  which  most 
clearly  presents  itself  to  the  reader  as  par  excellence 
the  leading  one.  By  exchange  commodities  are 
enabled  to  be  produced  at  that  particular  centre 
most  suited  for  their  production,  and  the  intercourse 
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produced  by  the  exchange  leads  to  people  finding  out 
better  and  quicker  modes  of  production. 

But  exchange  is  of  two  sorts,  the  exchange  of  com- 
modities and  the  exchange  of  labour,  a  fact  which  is 
to  a  great  extent  overlooked. 

Overlooked  that  is  so  far  as  the  question  of  the 
wages  of  labour  are  concerned.  Suppose  a  man  in 
England  say  is  engaged  in  producing  cotton,  shirting, 
or  machinery,  and  a  man  in  America  is  engaged  in 
growing  corn  for  the  benefit  of  the  man  in  England, 
what  effect  upon  one  another's  wages  has  the  exchange 
of  goods  produced  brought  about  ?  Wages  are  the 
price  of  labour,  and  by  wages,  therefore,  must  be 
understood  labour. 

It  is  a  well-known  fact  in  Political  Economy  that  all 
profits  tend  to  a  level,  though  only  so  far  as  any  given 
country  is  concerned.  The  average  trade  profit  may 
be  in  one  country  5  per  cent,  and  in  another  10. 

If,  then,  there  is  an  average  rate  of  profit  at  any 
given  time,  any  alteration  in  the  cost  of  production 
of  the  article  on  one  side  of  the  Altantic,  must  neces- 
sarily have  its  effect  on  the  other  It  therefore 
follows,  to  continue  our  instance,  that  if  the  wages  of 
labour  fall  in  America,  assuming  the  value  of  the 
articles  exchanged  to  remain  constant,  a  greater  profit 
must  accrue  to  the  merchant  who  exchanges  the 
goods.  But  profits  tend  to  a  uniform  level,  therefore 
more  goods  of  the  class  will  be  produced,  or  if  there 
are  sufficient  already,  the  price  of  those  in  the 
market  already  will  fall.  Now  supposing  the  value  in 
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exchange  alters,  more  goods  from  one  country  will  go 
to  pay  for  the  same  quantity  of  goods  from  the  other 
country,  and  there  will  then  be  a  rise  in  wages  on  one 
side  of  the  Atlantic  to  correspond  with  the  fall  on  the 
other.  The  lowering  therefore  of  the  cost  of  produc- 
tion in  one  country  is  productive  of  a  rise  of  wages  in 
the  other  country.  This  question,  however,  relates 
more  to  the  question  of  exchange,  and  will  therefore 
be  treated  under  that  head  more  fully. 

The  exchange  of  labour  naturally  leads  us  on  to 
the  exchange  of  different  sorts  of  labour,  or  as  Adam 
Smith  called  it,  the  division  of  labour.  As  accuracy 
in  the  use  of  words  is  a  great  assistance  to  the 
reader,  I  intend  hereafter  to  call  the  division  of  labour 
by  the  name  differentiation  of  labour,  because  by 
using  the  word  differentiation,  though  long  and 
unpleasant,  the  mind  of  the  reader  is  carried  on  to 
the  point  up  to  which  it  should  be  led,  namely,  the 
relation  existing  between  the  various  divisions,  which 
relation  is  consummated  in  the  object  produced. 
The  differentiation  of  labour  is  the  most  prominent 
cause  of  increased  production  nothing  contributes 
so  much  or  so  obviously  to  the  increase  of  produc- 
tion, though  it  naturally  tends  to  lower  the  wages 
of  the  working  classes,  as  fewer  are  necessarily 
employed  to  produce  the  same  quantity  of  goods  and 
the  competition  enables  the  employer  to  get  the 
work  done  for  less  wages.  It  is  open  of  course  for 
the  workmen  to  find  some  other  mode  of  employment, 
but  unfortunately  the  persons  who  obtain  the  extra 
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profit  consequent  upon  the  differentiation  of  labour 
are  not  so  ready  to  spend  it  in  such  a  way  as  to 
employ  more  labour,  a  great  deal  going  in  the  more 
wasteful  purchase  of  the  same  quantity  of  goods  or 
in  investments,  whose  only  tendency  is  to  reduce  the 
rate  of  profit  in  trades.  One  thing  however  is  quite 
certain,  and  that  is  that  the  excess  profit  will  not  all 
go  in  the  employment  of  more  labour,  or  even  I 
should  say  in  the  employment  of  the  same  amount 
of  labour  as  has  been  displaced. 

The  increase  of  production  by  means  of  exchange 
depends  upon  the  means  of  its  increase  first  mentioned, 
namely,  property.  Exchange  cannot  exist  without 
property  in  the  thing  exchanged,  and  were  property 
abolished  it  is  difficult  to  see  how  exchange  could  exist, 
it  would  naturally  die  with  the  property  upon  which  it 
was  nurtured  and  matured,  and  were  property  vested 
solely  in  the  community  and  not  in  the  individual 
wars  would  seem  to  be  the  not  unnatural  outcome  of 
any  difference  of  opinion  between  two  communities 
as  to  the  value  of  the  goods  or  whatnot  proposed  to 
be  exchanged.  In  the  same  way  as  exchange  is  the 
outcome  of  property  so  the  differentiation  of  labour 
is  the  outcome  of  exchange,  though  the  progress  of 
both  the  one  and  the  other  seems  to  be  almost 
concurrent. 

From  this  slight  explanation  the  reader  will  see 
that  exchange,  while  founded  upon  property  admitted 
among  men  in  the  necessaries  for  existence,  is  a 
power  of  great  force  in  increasing  the  production  of 
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commodities.  Perhaps  no  power  is  so  great  and 
all-prevading  in  Political  Economy,  because  for  the 
production  of  capital  exchange  is  essential  now, 
though  of  course  it  was  not  so  formerly. 

Property  having  been  conceded  by  the  consent  of 
the  individuals,  exchange  seems  to  follow  as  almost 
a  matter  of  course,  for  hardly  has  man  been  allowed 
by  consent  to  store  up  food  for  future  use  when  he 
finds  that  greater  rapidity  in  production  is  due  to 
the  greater  continuity  of  labour,  that  the  longer  he 
continues  his  labour  without  interruption  the  quicker 
in  proportion  do  its  results  accumulate  ;  and  having 
found  this  to  be  the  case,  it  is  but  a  small  step  to 
exchanging  the  superfluities  which  would  soon  result, 
which  he  must  see  his  companions  are  equally  able 
to  obtain  by  a  similar  continuity  in  their  labour. 
Whether  the  exchange  of  labour  precedes  the  ex- 
change of  goods  we  can  hardly  tell,  but  probably  the 
latter  was  originally  the  cause  of  the  former.  It  is 
not,  however,  a  matter  of  any  great  consequence 
which  had  precedence  in  order  of  time,  for  both  are 
so  important  and  so  complimentary  as  to  render  any 
division  as  impossible  as  it  is  useless. 

Of  the  third  requisite  for  the  continued  increase 
of  production,  namely,  capital,  we  shall  have  much 
to  say  further  on  when  we  are  considering  the 
reproduction  of  commodities. 

It  would  be  misplacing  our  matter  were  we  to 
explain  fully  the  meaning  of  capital  here,  and  all 
that  is  necessary  is  just  to  call  attention  to  the 


PRODUCTION.  25 


obvious  fact  of  its  power  of  increasing  the  produc- 
tion of  commodities.  There  is  nothing  else  the 
power  of  which  is  so  fully  recognized  and  so 
universally  agreed  to  because  of  its  extreme  obvious- 
ness in  any  transaction  of  life. 

Every  merchant,  trader,  banker,  and  retailer — 
nay,  every  consumer  throughout  the  length  and 
breadth  of  the  country  knows  the  power  of  capital 
both  as  a  consumer  and  producer,  for  capital  enables 
us  to  consume  as  well  as  to  produce ;  and  as  we 
hope  to  show  capital  originally  was  nothing  but  the 
power  of  future  consumption,  which  by  means  of 
exchange  became  capable  of  being  used  as  an 
assistance  in  present  production. 

The  idea  conveyed  by  the  word  capital  is  one  of 
far  greater  elasticity  than  is  commonly  supposed, 
and  means  not  so  much  what  is  useful  as  what  is 
capable  of  utility ;  not  the  employment  of  the  thing, 
as  economists  will  have  it,  but  the  ability  to  employ 
the  thing.  As  Professor  Ruskin  so  truly  remarks,  it 
meant  originally  a  store — a  store  capable  of  being 
rendered  useful  though  not  necessarily  so  used. 

Nothing  perhaps  better  illustrates  this  view  of 
the  meaning  of  the  word  than  the  current  applica- 
tion of  it  to  money.  For  money  is  the  one  com- 
modity which  is  capable  of  being  utilized  in  an 
indefinite  number  of  ways.  Money  signifies  when 
put  for  capital  capability  of  employment.  If  I  have 
my  capital,  that  is  my  money,  invested  in  a  weaving 
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machine  or  a  ship-building  yard,  I  cannot,  at  a 
moment's  notice,  change  the  form  of  it.  Of 
course  I  can  sell  my  machinery  or  my  ship,  and 
with  the  proceeds  buy  something  else,  but  I  must 
sell  first  and  may  not  find  a  buyer  so  easily  as  I  had 
been  led  to  suppose,  whereas  if  my  capital  is  money 
I  can  apply  it  at  once  in  any  way  I  choose.  Its 
capacity  for  unlimited  purposes  is  really  the  great 
advantage  of  money  or  capital. 

4.  Does  nature  contribute  more  to  the  efficacy  of  labour 
in  some  occupations  than  others  ? — The  question  at  the 
head  of  this  section  is  one  which  has  been  cursorily 
treated  and  summarily  dismissed  by  Mr.  J.  S.  Mill ; 
as  may  be  seen  by  his  reader  in  Book  I.,  chapter  i., 
sec.  3,  of  his  "  Principles  of  Political  Economy." 

Mr.  Mill  has  treated  the  question  very  defectively, 
even  from  his  own  point  of  view,  namely,  as  a 
question  of  quantitative  causation,  or  simply  as  a 
question  of  the  amount  of  each  cause  in  any  given 
effect.  From  this  point  of  view  it  is  important,  and 
treating  it  as  I  think  it  was  intended  to  be  treated, 
namely,  from  a  compound  quantitative  view,  or  as  a 
question  whether  the  amount  of  each  cause  is  in  two 
given  effects  different,  it  becomes  a  question  of  great 
importance  to  the  wage-earning  class.  In  fact,  it 
really  involves  the  question  to  which  I  have  before 
alluded,  whether  an  alteration  in  the  amount  of  the 
contribution  by  man  or  nature  in  any  given  object 
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has  any  effect  by  reason  of  exchange  in  the  amount 
contributed  by  man  and  nature  in  the  production  of 
some  other  commodity  ? 

It  may  be  very  unimportant  to  inquire  whether  in 
agriculture,  for  instance,  man  or  nature  contributes 
most  to  the  result  in  the  food  when  brought  to  market 
and  sold,  and  no  doubt  many  people  will  think  it  to 
be  so.  But  few  will  consider  it  equally  unimportant 
when  we  say  that  supposing,  for  the  sake  of  argu- 
ment, nature  gives  less  effect  in  mercantile  pursuits 
than  in  agriculture,  therefore  wages  in  mercantile 
pursuits  are  higher  than  in  agricultural. 

It  is  perfectly  true  that  where  both  causes  must 
contribute  to  a  result  we  are  justified  in  saying  that 
they  are  equally  important,  but  where  there  is  a 
remuneration  devoted  to  each  cause  it  becomes 
important  to  note  how  much  each  cause  contributes. 

The  question  to  revert  to  Mill's  simile  is  not  whether 
5  or  6  contribute  most  to  30,  but  whether  in  two 
sums  of  30  A,  who  contributes  10  in  one  case  and  20 
in  the  other,  is  to  get  a  larger  or  a  smaller  return  in 
proportion  to  the  amount  he  contributed  in  each  case. 

As  a  matter  of  fact  it  will  be  generally  conceded 
that  material  agents  get  less  reward  than  labour. 

It  is  only  just  and  reasonable  that  he  who  con- 
tributes the  greater  quantity  of  cause  in  an  effect 
should  get  the  greatest  results  from  his  exertions, 
and  this  is  undoubtedly  the  case  in  trade. 

For  instance,  if  a  man  in  trade  ventures  on  an 
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innovation  or  invention  by  which  he  dispenses  with 
some  labour,  he  in  reality  transfers  to  himself  part  of 
the  benefit  which  was  expected  in  the  payment  for 
the  commodity.  Of  the  totality  of  causes,  namely, 
labour  and  material  agents,  the  amount  of  the  cause, 
labour,  is  reduced,  and  by  that  reduction  the  inventor 
benefits.  Assuming,  that  is,  that  the  rate  of 
exchange  remains  the  same. 

The  great  difficulty  in  comparing  trade  and  agri- 
culture is,  that  people  are  apt  to  forget  that  all 
inventions  have  to  be  classed  under  the  head  of 
natural  agents,  just  as  improvements  in  land,  so 
that  in  considering  the  question  whether  labour  con- 
tributes more  to  the  result  in  agriculture  than  trade, 
it  would  seem  as  if  wages  were  lowest  when  labour 
contributes  most  to  the  result,  namely,  in  agriculture. 
In  fact,  that  the  greater  the  compulsion  man  is 
under  to  labour  the  less  is  the  reward  he  gets  for  his 
labour,  or  the  more  his  work  is  lightened  the  greater 
the  resuft  he  obtains  from  it.  In  reality,  how- 
ever, the  variation  in  the  rate  of  exchange,  as  well  as 
competition,  cuts  off  the  profit  realized.  If  a  man 
makes  an  improvement  in  the  production  of  any 
article,  and  by  that  means  he  secures  a  greater  profit, 
he  naturally  is  willing  to  sell  at  a  lower  price,  as  by 
that  means  he  gets  more  profit  by  reason  of  the 
increase  in  the  volume  of  his  transactions. 

But  so  many  points  complicate  the  question  as 
to  render  conclusions  to  some  extent  valueless,  for 
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density  of  population  has  of  course  a  much  more 
powerful  influence  than  anything  else;  could  we, 
however,  estimate  any  one  factor  truly  in  any  given 
case  we  should  be  conferring  a  great  boon  on 
economy. 

It  is  here  almost  entirely  that  the  benefit  which 
accrue  from  Free  Trade  comes  in.  The  benefit 
chiefly  arising  from  the  fact  that,  though  the  number 
of  labourers  are  reduced,  higher  wages  can  be  given 
by  reason  of  the  excess  of  profit.  Assuming  the 
rate  of  exchange  to  remain  constant,  the  wages 
given  in  the  production  of  any  given  commodity  by 
being  distributed  between  fewer  people  more  can  be 
given  to  each  of  them.  This  benefit,  however,  must 
be  transitory  for  the  reason  before  mentioned,  namely, 
that  profits  tend  to  equilibrate  and  wages  must 
almost  of  necessity  go  with  them. 

Whatever  man  produces  and  is  able  to  exchange 
procures  a  fixed  result,  and  this  result  is  divided 
between  material  agents  (including  capital  under 
that  head)  on  the  one  hand  and  labour  on  the  other, 
and  the  results  of  this  struggle  are  nearly  always 
disastrous  to  the  labourer  in  consequence  of  the 
increase  of  population  and  the  consequent  com- 
petition for  it  (the  labour). 

Labour  is  as  constantly  outrunning  its  power  of 
subsistence  as  capital  is  constantly  outrunning  our 
power  of  reproductively  consuming  it,  and  by  so 
doing  the  return  given  to  both  is  reduced. 
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CHAPTER    II. 

OF  LABOUR. 

I.  Of  the  different  sorts  of  labour. — Before  pro- 
ceeding to  discuss,  or  rather  point  out,  the  different 
sorts  of  labour — a  question  which  has  puzzled  many 
minds  for  many  years — I  am  compelled  to  say  some- 
thing about  this  system  of  economy ;  and  this  I  do, 
not  from  a  desire  to  worry  my  reader  with  philosophy, 
but  because  I  wish  to  explain  that  my  object  is  not 
only  to  put  all  views  of  all  parties,  but  also  to 
subordinate  the  various  views;  that  is  to  say,  to 
reduce  them  to  order — in  fact,  to  write  a  system 
which  shall  enable  the  reader  to  get  a  comprehensive 
view  of  economy. 

The  idealistic  view  of  production,  then,  is  that 
which  asserts  that  production  produces  satisfactions, 
whether  embodied  in  material  objects  or  not. 

The  realistic  view  of  production  is  that  which 
asserts  that  production  produces  utilities  fixed  and 
embodied  in  material  objects  (see  Mill,  Book  I., 
chap,  iii.,  sec.  2).  Mr.  Mill  here  distinguishes  between 
utilities  embodied  in  persons  or  material  objects,  but 
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this  is  a  distinction  without  very  much  difference. 
It  is  an  endeavour  of  Mr.  Mill  to  satisfy  certain 
qualms  which  Messrs.  McCulloch  and  Say  had  as 
to  the  then  current  views  on  the  question  of  how 
labour  should  be  classified,  and  it  merely  results  in 
confounding  the  real  and  the  ideal  views  of  the 
question. 

In  order  to  classify  labour  according  to  the  ideal- 
istic view,  it  is  necessary  to  consider  the  various 
satisfactions  capable  of  being  given  to  man  by 
labour. 

Discarding  for  a  moment  the  question  of  mental 
or  bodily  labour,  labour  may  be  classed — 

First,  as  productive  of  satisfaction  to  the  indi- 
vidual; and  of  such  labour  is  the  labour  of  amateurs, 
and  in  general  the  labour  of  most  successful  men. 
These  are  men  who  take  a  positive  delight  in  their 
labour,  who,  if  left  to  themselves,  would  labour  in  a 
particular  groove,  even  when  there  was  nothing  from 
a  money  point  of  view  to  be  got  by  it,  but  who, 
possibly  being  poor,  make  it  their  business  to  combine 
pleasure  and  profit. 

Second,  it  may  be  considered  as  productive  of 
satisfaction  to  some  one,  other  than  the  person  who 
labours,  and  of  this  class  is  the  labour  of  servants, 
doctors,  lawyers,  public  performers,  orators,  and 
lecturers.  Here  is  a  total  want  in  both  cases  of 
what  may  be  called  object-producing  labour,  yet 
labour  it  most  undoubtedly  is,  and  labour,  of  which, 
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though  it  cannot  be  said  that  it  produces  utilities  in 
any  shape  or  form,  except  to  the  labourer  by  way  of 
pay,  as  distinguished  from  labour  which  produces 
objects  ready  to  satisfy  the  wants  of  some  one  other 
than  the  labourer.  That  is,  it  does  not  produce 
utilities  when,  as  is  generally  the  case,  the  word 
utilities  is  taken  as  signifying  something  objective  in 
character. 

Third,  it  may  be  considered  as  being  reproductive 
of  satisfaction,  that  is  to  say,  not  merely  as  producing 
in  itself  and  by  itself  a  satisfaction  in  anyone,  but 
as  regards  its  capability  of  causing  a  desire  capable 
of  being  satisfied  for  the  same  thing  in  some  one 
other  than  the  possessor  of  the  article.  To  the 
ordinary  political  economist  this  head  of  the 
division  of  labour  will  seem  most  trivial  and  absurd, 
because  it  is  pre-eminently  an  idealistic  view.  It  is 
classing  labour  according  to  fashion,  if  one  may  use 
such  an  expression.  It  is  a  class  of  labour  which 
some  economists  would  have  called  eminently  unpro- 
ductive ;  and  so  it  is  from  a  realistic  or  objective 
point  of  view,  but  it  is  of  great  real  importance  to 
any  theory  of  consumption  to  consider  this  heading 
of  labour,  and  under  that  division  of  the  book  the 
idea  will  be  treated  of,  that  is  to  say,  in  regard  to  its 
tendency  as  increasing  the  consumption  and  thereby 
the  satisfaction  of  the  world.  Under  this  heading 
should  be  classed  all  the  labour  employed  in  the 
pursuit  of  pleasure,  such  as  the  scene-shifters  and 
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other  workmen  on  the  stage  other  than  the  per- 
formers themselves,  huntsmen,  dog  fanciers,  pigeon- 
shooting  assistants,  and  all  that  class  of  persons  who 
are  employed  by  those  who  are  engaged  in  what  is 
called  the  pursuit  of  pleasure.  These  persons  when 
so  employed  are  a  means  to  an  end,  just  as  a 
spinning  machine  is  a  means  to  an  end,  namely,  the 
production  of  cloth.  Here  the  end  is  satisfaction  of 
desires,  consumption,  and  its  concomitant  pleasures; 
and  just  as  a  spinning  machine  results  in  the  pro- 
duction of  cloth,  so  hunting,  shooting,  and  such  like 
pleasures  are  productive  of  a  desire  for  the  same 
sort  of  pleasure  in  those  who  are  at  present  unable 
to  obtain  those  pleasures. 

Fourth,  labour  may  be  regarded  as  producing 
satisfactory  objects,  such  as  chairs,  tables,  clothes, 
food  as  consumed,  and  so  forth.  To  enlarge  upon 
this  would  be  to  waste  words  and  time. 

Fifthly,  and  lastly,  there  is  the  labour  employed  in 
producing  such  objects  as,  for  instance,  ploughs, 
engines,  spinning  machines,  which  objects  are  not 
directly  satisfactory,  but  are  in  themselves  a  means 
only  of  producing  with  greater  rapidity  the  objects 
which  are  satisfactory.  This  is  reproductive  objective 
labour.  It  is  the  labour  employed  in  producing 
what  economists  have  denominated  capital,  and 
what  Mill  calls  utilities  fixed  and  embodied  in 
material  objects. 

Here,  then,  under  five  heads  we  have  a  complete 
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classification  of  labour.  A  classification  so  complete 
as  to  include  every  sort  of  labour  and  to  exclude 
nothing,  and  the  only  possible  objection  to  it  that  I 
can  see  is  that  the  same  labour  may  be  classed  under 
different  heads,  according  to  the  view  in  which  we 
regard  it.  For  instance,  the  man  who  produces  a 
watch  may  be  considered  under  the  third  head,  that 
is,  as  producing  something  the  possession  of  which 
by  A  is  productive  of  a  desire  for  the  same  article 
in  B ;  or,  under  the  fourth  head,  simply  as 
producing  a  satisfactory  article.  Some  persons 
may  regard  this  as  a  fatal  error  and  prefer  to  turn 
to  the  realistic  view,  which  I  now  propose  to 
consider. 

The  next  step  is  to  consider  labour  from  a  realistic 
point  of  view,  and  in  order  to  take  this  view  it  is 
only  necessary  to  consider  whether  labour  produces 
an  object  which  is  satisfactory  to  some  one  else  ; 
whether,  in  the  language  of  economists,  the  labour 
is  productive  or  unproductive.  The  endeavour  of 
Mr.  Mill  to  satisfy  the  objection  of  M.  Say  (that  as 
labour  produces  utilities  and  not  objects,  the  surgeon 
who  cuts  off  a  leg  is  producing  a  utility  and  conse- 
quently is  a  productive  labourer)  has  been  productive 
of  a  classification  which  I  venture  to  think  is  neither 
scientific  nor  satisfactory. 

It  is  not  scientific  because  it  is  incomplete,  because 
it  draws  an  arbitrary  line  that  suits  neither  the  pure 
realist,  such  as  Adam  Smith,  nor  the  idealist,  such 
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as  Professor  Ruskin.  It  is,  in  fact,  a  compromise, 
and  as  such  distasteful  to  both  parties.  For  a 
compromise,  however,  it  is  decidedly  a  good  one, 
as  it  lets  into  the  classification  all  useful  labour,  but 
as  a  classification  of  labour  it  is  bad,  for  it  is  really  a 
classification  of  utilities  and  not  labour,  which  is  not 
the  thing  to  be  classified.  It  is  a  classification 
according  to  a  preconception  of  what  is  and  what  is 
not  productive  of  wealth. 

Mr.  Mill  has  devoted  time  and  energy  to  showing 
that  the  word  unproductive  contains  really  no  stigma, 
and  it  certainly  does  not  to  those  who  use  it  and 
consider  it  from  a  scientific  point  of  view ;  but  inas- 
much as  Political  Economy  is  written  for  the  public 
at  large  and  not  for  mere  scientists,  and  as  there  is 
a  distinct  stigma  attaching  to  the  idea  in  the  public 
mind,  I  think  those  persons  who  objected  to  its  use 
objected  on  good  grounds,  though  at  the  same  time, 
from  a  realistic  point  of  view,  you  cannot  do  away 
with  the  word. 

The  word  satisfactions,  which  I  prefer  to  the 
word  utilities,  covers  everything  that  man  effectively 
demands,  which  would  seem  to  be  the  chief  object 
of  Political  Economy  now.  That  is  to  say,  to  sweep 
into  the  field  of  view  everything  that  is  capable  of 
being  considered  at  all  from  a  politico-economical 
point  of  view.  Satisfactions  cover  a  vast  multitude 
of  things  besides  what  are  commonly  denominated 
utilities  in  such  a  way  as  to  render  all  labour  capable 
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of  being  within  the  bounds  of  the  definition.  If 
labour  produces  a  satisfaction  for  the  individual  who 
labours  or  for  some  one  else,  then  it  is  capable  of 
classification. 

So  comprehensive  is  this  word  that  it  will  almost 
enable  us  to  classify  convict  labour  at  the  treadmill 
as  producing  satisfaction  in  a  right-minded  person 
by  showing  the  force  of  justice  to  punish  outrages 
on  society.  There  is  a  certain  amount  of  satisfac- 
tion in  seeing  wrong  righted  or  the  punishment  of 
evil-doing,  as  is  shown  in  the  satisfaction  produced 
by  novel  reading  and  play-going,  few  novels  or  plays 
being  considered  satisfactory  where  wrong  is  not 
righted  and  evil-doing  punished. 

The  preference  which  I  have  given  to  the  word 
satisfactions  over  utilities  is  caused  by  its  being  a 
word  relating  exclusively  to  the  present,  whereas 
utility  is  a  word  which  relates  equally  to  the  past 
and  the  future.  A  thing  may  be  useful  because  it 
has  or  because  it  may  become  so ;  a  thing  cannot, 
however,  be  properly  said  to  be  satisfactory  unless  it 
actually  is  so  at  the  present  time ;  and  as  Political 
Economy  deals  with  the  present  and  not  the  future 
consumption,  satisfactions  is  a  better  word.  A  great 
many  arguments  are  based  upon  what  I  call  the 
eternity  basis,  that  is,  assuming  a  never-ending 
increase  ;  and  it  is,  therefore,  that  I  object  to  the  use 
of  the  word  utilities.  It  has  an  eternity  sound  about 
it  which  it  is  well  to  avoid. 
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2.  Labour  may  be  regarded  as  productive  of  satis- 
faction to  the  labourer.— To  how  many  things  is  this 
statement  applicable?  Labour,  originally  imposed 
upon  man  as  a  punishment  for  a  fault  committed, 
can,  by  reason  of  a  change  of  view  as  to  the  nature 
of  happiness,  cease  to  be  regarded  as  a  punishment 
and  comes  to  be  regarded  as  a  reward. 

No  labour  is  so  interesting  or  so  stimulating  to 
man's  exertions  as  that  labour  which  is  undertaken 
without  immediate  hope  of  reward.  A  man  sets  an 
idea  of  what  he  should  like  before  him,  and  to 
obtain  that  ideal  he  strains  every  nerve. 

This  labour  without  reward  is  either  merely  bodily 
or  mental  or  it  may  be  productive  of  a  satisfactory 
object.  Plenty  of  men,  though  naturally  a  larger 
number  of  young  men  and  boys,  are  engaged  in 
labour  and  violent  exercise,  the  ultimate  result  of 
which  is  an  increase  in  bodily  vigour  and  strength  ; 
and  it  would  surely  be  somewhat  derogatory  to  call 
this  unproductive  labour.  A  vast  amount  of  good 
is  undoubtedly  produced  by  it.  It  has  a  tendency 
not  merely  to  improve  the  individual  physically  but 
morally  also.  It  elevates  and  improves  the  tone  of 
society,  and  in  general  the  boys  who  at  school  are 
most  distinguished  as  athletes  and  players  of  games 
are  the  most  moral  and  right-minded. 

A  great  deal  of  mental  labour,  however,  is  gone 
through  solely  for  its  effect  upon  the  individual 
generally.  School  or  college  education  is  intended 
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merely  as  a  general  means  of  improving  the  mind 
and  opening  the  views  of  the  person  taught,  in  order 
to  show  him  what  lies  beyond,  and  to  give  him 
scope  to  choose  his  own  particular  line  of  life 
should  he  need  one  in  order  to  obtain  a  means  of 
subsistence. 

It  is  a  great  deal  the  tendency  of  the  age  to  cram, 
that  is  to  say,  to  make  education  subservient  to  some 
particular  end  in  view,  but  the  general  system  of 
teaching  without  any  definite  object  still  holds  its 
own  at  the  more  prominent  centres  of  teaching ;  and 
it  is  in  only  one  or  two  of  those  that  the  line  of 
teaching  has  been  rendered  subservient  to  some 
end.  No  doubt  the  cramming  system  is  on  the 
increase,  and  the  schemes  of  national  education 
propounded  by  radical  theorists  will  doubtless  tend 
to  make  education  generally  take  this  direction. 

All  this  labour  then  is  gone  through  by  itself  and 
for  itself  alone  in  consequence  of  the  general  result 
obtained  in  the  individual.  It  is  generally  regarded 
as  outside  the  domain  of  Political  Economy,  but  it  is 
certainly  important  in  its  bearing  upon  the  devotion 
of  commodities  to  an  unproductive  form  of  labour. 
All  those  who  teach,  and  those  who  learn,  have  to  be 
fed,  clothed,  and  supported  by  the  producers  of  the 
day,  and  it  is  one  of  the  great  advantages  of  civiliza- 
tion and  exchange  that  such  a  thing  becomes  possible, 
for  a  wholesale  degradation  of  the  population  must 
result  were  everyone  compelled  to  produce  a  certain 


LABOUR.  39 


quantity  of  commodities  before  he  could  be  allowed 
to  labour  in  some  so  called  unproductive  groove. 

This  mental  labour  is  moreover  productive  of  indi- 
viduals who  are  in  a  position  to  devote  themselves  to 
literary  work,  a  work  which  before  all  things  requires 
that  a  man  be  well  read,  versed,  that  is,  in  the 
writings  of  others. 

It  has  been  said  by  an  eminent  writer  on  Political 
Economy  that  all  consumers  are  ex  m  termini  pro- 
ducers, and  ideally  that  is  perfectly  true.  The  man 
who  teaches  for  instance,  or  the  boy  who  is  taught, 
and  both  of  whom  are  supported,  let  us  suppose  by 
some  ancient  foundation,  can  be  regarded  as  pro- 
ducers by  obliterating  from  the  view  any  consideration 
of  time  or  identity.  That  is  to  say,  some  one  several 
hundred  years  ago  produced  something,  and  with 
that  production  food  and  clothing  are  bought  to-day. 
The  production  by  A  of  something  many  years  ago 
purchases  the  labour  which  produces  B's  food  and 
clothing  to-day,  and  so  it  is  no  doubt  true  that  all 
consumers  are  ex  vi  termini  producers  ;  but  those  who 
wish  to  regard  time  and  individuality  would  naturally 
say  that  the  expression  means  nothing  unless  the 
consumption  and  production  go  on  simultaneously, 
or  that  no  argument  is  true  of  temporal  affairs  which 
has  eternity  instead  of  time  for  its  basis.  Consider 
the  case  of  a  man  who  after  forty  years'  labour  in  his 
profession  lays  by  enough  to  enable  him  to  retire  and 
live  without  labour,  can  it  be  said  that  after  retiring 
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from  business  he  produces  as  well  as  consumes, 
surely  not,  he  may  have  produced  in  order  that  he 
may  consume,  but  that  is  no  good  argument,  from  a 
realistic  point  of  view,  for  the  statement  all  con. 
sumers  are  ex  vi  termini  producers.  The  man  who 
invests  his  capital  in  railway  shares  does  not  thereby 
become  a  producer  of  anything,  he  may  help  some 
one  else  to  produce,  but  that  does  not  really  render 
him  a  producer.  If  I  give  a  man  a  leg  up  a  wall  I 
cannot  be  said  to  get  up  the  wall.  A  great  deal  of 
labour  then  is  gone  through  solely  with  a  view  to  the 
improvement  of  the  mind  or  body  of  the  labourer ; 
but  with  this  sort  of  labour  Political  Economy  has 
but  little  concern. 

There  is,  however,  in  addition,  that  labour  which 
may  be  classed  as  amateur  work,  which  produces 
objects  satisfactory  to  the  producer  only,  things  not 
intended  for  sale,  but  merely  for  use  or  ornament. 
The  only  influence  which  this  kind  of  labour  exerts 
in  Political  Economy  is  the  influence  of  invention. 
Amateurs  do  good  to  trade  very  often  by  finding  out 
new  inventions  of  applying  ordinary  labour  to  the 
production  of  commodities. 

3.  Or  as  it  is  productive  of  satisfaction  to  some  one 
else. — A  vast  amount  of  labour  in  the  world  is  spent 
in  a  manner  which  cannot  be  called  the  production 
of  wealth  or  commodities,  but  which,  nevertheless,  is 
not  only  highly  useful,  but  actually  necessary.  Such 
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labour  for  instance  as  that  of  professional  men  of  all 
sorts,  doctors,  lawyers,  musicians,  servants,  lecturers, 
teachers,  and  such  like  ;  all  these  persons  do  labour 
in  their  calling,  and  for  a  remuneration,  that  is  to 
say,  for  some  share  of  those  objects  which  it  is 
business  more  especially  of  the  manufacturer  and  the 
merchant  to  create  and  circulate. 

Professional  men  are  unproductive  consumers, 
they  live  and  thrive  on  the  good  things  others  have 
produced  for  them,  and  in  return  for  their  pay  they 
give  services  more  or  less  necessary  in  any  civilized 
community.  The  lawyer  who  conducts  a  case  to  a 
successful  conclusion,  or  the  surgeon  who  cuts  oif  a 
leg  perform  services  of  importance,  as  great  import- 
ance to  the  public  as  the  man  who  sells  tables  and 
chairs,  and  it  is  by  reason  of  the  differentiation  of 
labour  that  the  community  is  so  efficiently  served  in 
the  present  day. 

It  is  possible  no  doubt  to  consider  the  advisability 
of  cutting  off  all  these  sorts  of  labour  with  a  view  to 
providing  the  working  classes  with  more  luxuries  of 
a  material  kind ;  but  so  long  as  our  bodies  are  what 
they  are,  pain  will  require  alleviation  by  medical  men, 
and  pleasure  must  be  supplied  by  entertainments  of 
various  kinds.  It  will,  in  fact,  be  found  that  civiliza- 
tion is  measured  by  the  proportion  existing  between 
productive  and  unproductive  labour,  and  the  greater 
the  volume  of  unproductive  labour  of  the  kind  above- 
mentioned  the  higher  and  more  complex  is  the  form 
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of  society  which  enables  such  labour  (by  the  differen- 
tiation of  its  various  forms)  to  exist. 

In  rude  and  uncultivated  parts  of  the  earth  the 
medicine  men  are  few,  and  other  professional  men 
are  entirely  wanting ;  servants  of  all  sorts  are  rare, 
and  it  is  only  as  civilization  progresses  that  such 
unproductive  labour  becomes  possible. 

If  an  estimate  were  or  could  be  made  of  the  number 
of  labourers  of  this  class,  and  the  number  of  labourers 
employed  in  what  are  in  ideal  strictness  called  pro- 
ductive labour,  I  think  it  would  be  found  that  the 
unproductive  labourer  is  vastly  more  numerous  than 
the  productive  one.  No  doubt  it  would  lead  to  great 
dispute  as  to  who  are  and  who  are  not  productive 
labourers  in  an  ideal  sense ;  but,  personally,  I  should 
be  inclined  to  the  opinion  that  clerks,  messengers, 
managers,  and  such-like  persons  are  not  productive 
labourers.  It  would  in  fact  be  found  that  those  who 
are  most  strenuous  in  supporting  the  ideal  division  of 
labour  would  be  the  most  anxious  to  evade  their  own 
definition  of  what  is  and  what  is  not  productive 
labour. 

Statistics  of  the  sort  I  have  mentioned  would  be 
extremely  interesting  as  showing  how  the  population 
is  divided,  and  how  it  gets  its  daily  bread,  and  would 
show  more  clearly  than  any  other  the  increase  of 
wealth,  for  the  greater  the  number  of  unproductive 
labourers  the  greater  must  be  the  wealth  of  the 
community,  or  they  could  not  exist. 
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4.  Also  as  producing  directly  satisfactory  objects. — 
The  labour  of  the  commercial  classes  of  the  country 
is  capable  of  being  subdivided  into  two  classes. 
There  is  the  labour  engaged  in  producing  objects 
directly  satisfactory,  and  the  labour  employed  in 
producing  objects  indirectly  satisfactory.  By  the 
former  is  intended  the  labour  of  those  who  produce 
food,  clothes,  houses,  and  anything  which  is  capable 
of  immediate  consumption  or  use,  and  by  the  latter 
is  intended  the  labour  of  all  those  who  produce 
machinery,  that  is  to  say,  objects  capable  of  being 
applied  to  the  production  of  other  objects. 

Mill  confuses  these  divisions  under  the  first  head 
of  his  classification  of  utilities,  which  he  calls  objects 
serviceable  to  man.  Food  is  serviceable  to  man, 
and  so  is  a  plough ;  but  the  services  rendered  are 
entirely  different  in  kind.  The  one  keeps  him  alive, 
the  other  breaks  up  the  earth,  both  admittedly  are 
services,  but  the  service  of  one  is  direct,  and  of  the 
other  indirect.  The  breaking-up  of  the  ground  is 
preparatory  to  the  production  of  bread,  and  so  the 
service  is  a  service  to  man  and  his  wants,  but  the 
service  as  such  is  as  different  from  the  service  per- 
formed by  the  bread  as  it  is  possible  to  conceive,  and 
it  is  this  ground  of  difference  that  I  have  chosen 
for  a  division.  The  direct  or  indirect  service  to 
man  in  the  production  of  bodily  satisfactions. 

I  may  dismiss  this  division  of  labour  without 
much  further  remark,  everyone  knows  what  sort  of 
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labour  is  intended,  and  everyone  can,  I  think,  very 
easily  discern  which  kind  of  labour  comes  under  this 
head.  All  he  has  to  do  is  to  answer  the  questions : 
is  the  product  of  labour  a  material  object  ?  and  is  the 
object  when  produced  directly  satisfactory  or  capable 
of  being  immediately  used  or  consumed? 

5.  As  well  as  objects  which  are  indirectly  satisfactory.— 
A  great  deal  of  labour  is  spent  in  producing  that 
which  is  called  from  an  ideal  point  of  view  capital. 
I  mean  in  producing  such  things  as  the  tools  of 
trade,  ploughs,  engines,  railways,  canals,  machinery, 
and  ships;  things  not  in  themselves  satisfactory, 
but  capable  of  being  used  in  the  manufacture  and 
sale  of  articles  that  are  satisfactory. 

This  labour  does  not  differ  in  kind  or  degree, 
but  merely  differs,  or  is  viewed  as  being  different,  by 
reason  of  an  alteration  in  the  point  of  view  from 
which  we  regard  the  object  of  labour.  Hitherto  we 
have  looked  upon  labour  as  being  satisfactory  or 
producing  satisfactions  ;  now  we  look  at  it  as  neither 
one  nor  the  other ;  but  as  it  conduces  to  the  latter, 
or  is  enabled  to  produce  things  which  can  be  turned 
to  account  in  producing  satisfactory  objects. 

The  labour  which  produces  capital,  or,  as  I  shall 
call  it,  reproductive  labour,  is  supported  by  capital 
what  Adam  Smith  called  circulating  capital.  The 
wages  of  the  reproductive  labourer  come  from 
capital.  So  long  as  all  our  time  is  taken  up  in 


LABOUR.  45 


producing  immediately  satisfactory  objects,  it  is 
plain  that  no  labour  can  be  given  to  the  production 
of  reproductive  objects.  If  a  man  has  to  work  all 
his  time  in  order  simply  and  solely  to  clothe  and 
feed  himself,  he  cannot  devote  any  time  to  the 
production  of  those  things  which  can  be  employed 
by  him  in  producing  either  his  food  or  his  clothes ; 
but  if  say  three-fourths  of  his  time  only  is  employed 
in  the  former  way,  he  will  then  be  enabled  to  give 
one-fourth  to  the  production  of  the  latter  class  of 
article,  and  it  is  this  fourth  of  his  time  which  enables 
him  to  produce  that  excess  of  supply  beyond  his 
immediate  needs,  or  to  save  so  as  to  employ  himself 
on  some  reproductive  form  of  labour. 

The  answer  to  the  question,  is  capital  excess  of 
supply  or  saving?  lies  solely  in  our  view  of  time,  as 
is  evident  from  what  I  have  said.  If  you  disregard 
the  time  taken  in  production,  then  capital  is  saved. 
If,  on  the  contrary,  you  regard  the  question  of  time, 
then  capital  is  excess  of  supply. 

If  that  which  takes  A  ten  hours  to  produce  is  con- 
sumed in  the  same  ten  hours,  then  A  must  perforce 
remain  without  capital.  If  A,  however,  consumes  in 
ten  hours  only  so  much  as  he  produces  in  eight,  and 
notwithstanding  he  works  for  ten,  then  the  result  of 
the  two  hours'  extra  labour  is  capital ;  it  is  something 
beyond  his  consumption.  It  is  excess  of  supply.  It  is 
this  time  which  labour  may  be  considered  as  producing, 
and  in  our  present  complex  form  of  society  a  vast 
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amount  of  labour  is  so  employed  in  consequence  of  the 
ease  with  which  our  ordinary  consumption  is  supplied. 

Capital  has  a  tendency  to  roll  up,  for  to  continue 
our  illustration  with  reference  to  A,  the  result  of  A's 
labour  for  the  extra  two  hours  is  productive  of  some- 
thing which  he  turns  to  account  by  enabling  him 
thereafter  to  produce  in  six  hours  the  same  quantity 
of  satisfactory  objects  as  he  had  formerly  produced 
in  eight,  and  he  has  then  four  hours  saved  in  order 
to  enable  him  to  produce  an  excess  of  supply. 

Those  who  argue  from  an  eternity  basis  will,  of 
course,  say  this  is  not  excess  of  supply  still,  because 
A  will  hereafter  employ  the  production  reproduc- 
tively;  in  a  word,  they  will,  by  adding  on  some 
more  time,  hope  to  evade  the  use  of  the  words. 
Excess  of  supply  means  the  result  of  the  production 
in  a  given  time  of  more  than  is  consumed  in  the 
same  time.  The  great  difficulty  in  Political  Economy 
is  to  get  people  to  see  that  in  reality  they  mean  the 
same  thing,  and  they  are  only  fighting  about  words 
and  the  meaning  attached  to  them. 

6.  When  productive  of  directly  satisfactory  objects  it 
is  sometimes  considered  as  labour  for  the  supply  of 
unproductive  consumption. — The  late  Mr.  J.  S.  Mill,  in 
Book  I.,  chapter  iii.,  sec.  6,  writes  as  follows  :  "We 
see,  however,  by  this  that  there  is  a  distinction  more 
important  to  the  wealth  of  a  community  than  even 
that  between  productive  and  unproductive  labour, 
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the  distinction,  namely,  between  labour  for  the  supply 
of  productive  and  for  the  supply  of  unproductive 
consumption ;  between  labour  employed  in  keeping 
up  or  in  adding  to  the  productive  resources  of  the 
country  and  that  which  is  employed  otherwise.  Of 
the  produce  of  the  country  a  part  only  is  destined  to 
be  consumed  productively,  and  the  remainder  sup- 
plies the  unproductive  consumption  of  producers  and 
the  entire  consumption  of  the  unproductive  class." 

It  is  tolerably  clear  here  what  Mr.  Mill  calls 
productive  and  unproductive  consumption,  though 
perhaps  a  little  befogged  by  what  he  had  said  pre- 
viously in  explanation  of  the  words  productive  and  un- 
productive when  applied  to  labour.  By  productive 
and  unproductive  consumption  he  means  primarily 
to  distinguish  between  the  consumption  say  of  food, 
clothes,  furniture,  &c.,  &c.,  and  things  consumed  in 
producing  the  above,  such  as  spades,  rakes,  ploughs, 
&c.,  weaving,  spinning,  and  carding  machines,  &c., 
and  saw  mills,  planing  machines,  and  tools.  The 
former  may  be  called  the  unproductive  consumption 
of  producers,  and  the  latter  the  productive  consump- 
tion ;  that  is,  when  you  regard  wealth  as  meaning 
simply  and  solely  material  objects. 

If,  then,  we  regard  wealth  as  meaning,  at  all  events, 
to  some  extent,  satisfactions,  whether  material  or 
not,  that  is  to  say,  considering  it  to  consist  not 
merely  in  chairs  and  tables,  but  also  as  including 
the  productions  of  the  merchant  strictly  so  called, 
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as  distinguished  from  the  producer,  the  banker,  the 
lawyer,  and  the  physician,  then  it  will  be  seen  that 
what  is  here  called  unproductive  consumption  is  the 
same  as  directly  satisfactory  consumption ;  it  is 
giving,  in  fact,  our  reasons  and  objects  when  we 
consume.  It  is  a  direct  view  of  wealth  as  consump- 
tion, dismissing,  or  rather  rendering  nugatory,  the 
view  of  wealth  as  objects  by  presuming  their  exist- 
ence in  all  cases  under  consideration.  The  question 
after  all  resolves  itself  very  much  into  what  you 
consider  wealth  to  be.  Now,  personally,  I  consider 
wealth  to  be  capable  of  being  taken  as  meaning  two 
opposite  things,  namely,  (i)  objects  and  (2)  state  of 
feeling,  and  I  wish  to  treat  it  from  both  views, 
neither  ignoring  nor  misrepresenting  either. 

Turning  again  to  what  Mr.  Mill  has  said,  it  will 
be  found  perfectly  easy  for  the  casuist  to  say  that 
I  have  misrepresented  him  to  a  certain  extent,  and 
that  the  consumption  of  food,  for  instance,  is  labour 
employed  in  keeping  up  or  adding  to  the  productive 
resources  of  the  country.  It  is  not  my  desire  by  any 
means  to  restrict  or  to  lead  others  to  restrict  the 
meaning  of  Mr.  Mill's  words,  and  if  I  have  put  an 
interpretation  upon  them  which  others  may  consider 
unfair,  and  an  interpretation  which  it  was  one  of  his 
objects  in  writing  to  smooth  off  and  render  more 
popular  because  more  elastic,  I  must  again  point  out 
my  object  in  writing  this  book,  which  is,  by  restrict- 
ing definitions  to  the  uses  to  which  they  were 
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originally  put,  and  by  explanation  of  my  own  views, 
to  show  that  there  is  in  reality  no  question  at  issue 
between  the  various  schools  of  political  economists 
which  have  been  so  ably  represented  by  Messrs.  Mill 
and  McCulloch  save  the  way  in  which  they  regard 
and  the  meaning  they  attach  to  their  words. 

By  restricting  the  use  of  words  unproductive  con- 
sumption to  that  consumption  which  is  direct,  and 
by  considering  that  consumption  which  is  commonly 
called  productive  as  indirect  consumption,  I  hope  to 
show  my  reader  a  more  extended  view  of  the  matter, 
to  show  him  that  the  words  direct  consumption 
include  not  only  what  I  call  unproductive  consump- 
tion, but  also  something  else  which  Mr.  Mill,  by  a 
somewhat  severe  strain  on  the  use  of  words,  com- 
pelled his  definitions  to  include.  If  I  have  rendered 
the  explanation  of  Political  Economy  more  simple,  I 
have  fulfilled  my  object. 

7.  When  it  produces  indirectly  satisfactory  objects  it 
may  be  considered  as  labour  employed  by  or  in  productive 
consumption. — A  great  deal  of  labour  is  spent  in  the 
production  of  those  things  which  are  currently  termed 
capital,  or  that  in  which  capital  is  said  to  be  invested. 
Such  things,  that  is,  as  spinning  and  weaving 
machines,  ploughs,  machinery,  &c.,  which  things 
are  not  in  themselves  satisfactory,  but  are  so  in 
proportion  as  they  assist  us  in  the  manufacture  of 
others.  These  I  call  indirectly  satisfactory  objects, 
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and  the  labour  employed  in  producing  them  I  term 
reproductive  labour,  labour,  that  is,  the  result  of 
which  is  employed  by  other  labourers  in  making  or 
producing  satisfactory  objects. 

This  kind  of  labour,  as  the  last  paragraph  demon- 
strates, may  be  considered  from  the  point  of  view  of 
the  thing  ultimately  produced  for  consumption,  as 
being  labour  employed  for  productive  consumption. 

It  is  curious  to  note  the  restriction  of  view  con- 
sequent upon  our  regarding  wealth  merely  as  objects. 
In  talking,  for  instance,  of  consumption,  as  Mill 
does,  as  productive  and  unproductive,  he,  of  course, 
is  restricted  to  the  consumption  of  objects,  but  does 
not  man  equally  consume  labour  when  he  employs 
a  physician  or  a  lawyer,  he  can  hardly  be  said  to 
consume  unproductively  then,  that  is,  from  Mill's 
idea,  at  least  I  think  not,  though  I  do  not  wish  to 
misinterpret  Mill's  ideas. 

Now  I  have  just  stated  that  wealth  means,  first, 
objects  and,  second,  states  of  feeling,  the  difference 
then  between  the  ideal  and  the  real  in  economy 
or  philosophy  is  the  assumption  or  non-assumption 
of  equality  between  the  state  of  feeling  and  the 
object. 

To  illustrate.  The  service  of  a  physician  is  a 
paid  service ;  and  wealth,  for  a  physician  certainly 
gets  it,  is  represented  by  the  transference  from  the 
patient  to  the  physician  of  an  object  or  objects,  «.*., 
that  which  the  physician  buys  with  the  money  he 


LABOUR.  51 


gets,  and  also — for  you  must  not  omit  this — the 
transference  of  benefit,  if  I  may  call  it  so,  from  the 
physician  to  the  patient.  The  patient  pays  for  an 
alteration  in  bodily  sensation,  for  an  improved  state 
of  health  or  feeling.  Now  the  real  or  ideal  in 
economy  is  determined  by  the  relative  quantity  of 
these  things — the  state  of  feeling  and  the  object. 
The  patient  would  consider  he  had  a  bad  bargain  if 
he  was  not  benefited  to  an  extent  equivalent  to  the 
services  paid  for. 

8.  Of  productive  and  unproductive  labour. — Having 
so  far  considered  the  ideal  view  of  labour  and  its 
resulting  products,  namely,  satisfactions,  it  is  now 
our  duty  to  consider  labour  from  the  real  point  of 
view,  that  is,  as  producing  utilities  fixed  in  material 
objects.  Mr.  J.  S.  Mill,  in  Book  I.,  chapter  iii.,  sec.  3, 
of  his  "  Principles  of  Political  Economy,"  writes  :  "  I 
shall  therefore  in  this  treatise,  when  speaking  of 
wealth,  understand  by  it  only  what  is  called  material 
wealth,  and,  by  productive  labour,  only  those  kinds 
of  exertions  which  produce  utilities  embodied  in 
material  objects.  But  in  limiting  myself  to  this 
sense  of  the  word,  I  mean  to  avail  myself  of  the  full 
extent  of  that  restricted  appellation  productive,  and 
I  shall  not  refuse  the  appellation  productive  to  labour 
which  yields  no  material  product  as  its  direct  result, 
provided  that  an  increase  of  material  products  is  its 
consequence.  Thus  labour  expended  in  the  acqui- 
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sition  of  manufacturing  skill  I  class  as  productive, 
not  in  virtue  of  the  skill  itself,  but  of  the  manufac- 
tured products  created  by  the  skill,  and  to  the 
creation  of  which  the  labour  of  learning  the  trade 
is  essentially  conducive.  The  labour  of  officers  of 
government  in  affording  the  protection  which, 
afforded  in  some  manner  or  other,  is  indispensable 
to  the  prosperity  of  industry,  must  be  classed  as 
productive  of  material  wealth,  because  without  it 
material  wealth,  in  anything  like  its  present  abun- 
dance, could  not  exist." 

In  section  2  Mr.  Mill  says:  "  The  utilities  produced 
by  labour  are  of  three  kinds.  They  are,  First — 
Utilities  fixed  and  embodied  in  outward  objects  by 
labour  employed  in  investing  external  material  things 
with  properties  which  render  them  serviceable  to 
human  beings.  .  .  .  Secondly — Utilities  fixed 
and  embodied  in  human  beings,  the  labour  being,  in 
this  case,  employed  in  conferring  on  human  beings 
qualities  which  render  them  serviceable  to  them- 
selves and  others.  To  this  class  belongs  the  labour 
of  all  concerned  in  education.  .  .  .  Thirdly — 
Utilities  not  fixed  or  embodied  in  any  object,  but 
consisting  in  a  mere  service  rendered,  a  pleasure 
given,  an  inconvenience  or  pain  averted,  during  a 
longer  or  shorter  time,  but  without  leaving  a  per- 
manent acquisition  in  the  improved  qualities  of  any 
person  or  thing."  .... 

Although  I  do  not  wish  to  dispute  the  correctness 
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of  the  classification  adopted  by  Mr.  J.  S.  Mill  in  his 
work  on  Political  Economy,  I  cannot  avoid  pointing 
out  that  which  I  consider  a  flaw  in  it,  because  I 
think  that  he  gives  an  explanation  of  his  meaning 
such  as  to  do  away  with  his  definition,  and  it  is  my 
object  here  in  treating  the  matter  from  an  ideal 
point  of  view,  to  stick  as  closely  as  possible  to 
words  and  the  meaning  attached  to  them  in  order 
to  distinguish  more  clearly  between  the  real  and 
the  ideal.  Confusing  the  definition,  or  rather 
enlarging  its  scope  from  the  ideal  point  of  view, 
causes  a  want  of  definiteness  in  the  distinction 
between  the  real  and  the  ideal.  To  return,  how- 
ever, to  Mr.  Mill's  explanation,  in  order  to  show 
what  I  mean. 

Mr.  Mill  says  productive  labour  is  that  which 
produces  utilities  fixed  and  embodied  in  material 
objects,  which  is  a  very  clear  and  precise  statement 
of  his  meaning.  Then  he  says  he  does  not  mean 
to  confine  himself  to  that  labour  which  produces 
material  objects,  but  will  include  labour  which 
reproduces,  but  is  not  productive  of  material  objects; 
in  a  word,  will  abolish  the  necessity  for  the  embodi- 
ment of  the  labour  in  material  objects ;  and  then  he 
tells  us  that  utilities  include  services  rendered,  "  a 
pleasure  given,  an  inconvenience  or  pain  averted." 
In  a  word,  he  seems  to  me  to  say  that  labour  which 
produces  utilities,  fixed  and  embodied  in  material 
objects,  includes  some  labour  which  is  not  embodied 
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in  a  material  object,  and  also  some  labour  which 
does  not  produce  any  material  object. 

I  think  the  true  way  of  distinguishing  between 
productive  and  unproductive  labour  is  that  adopted 
by  Adam  Smith,  productive  labour  being  distin- 
guished as  that  labour  which  produces  a  material 
object,  whether  that  object  be  satisfactory  in  itself, 
or  whether  it  is  capable  of  being  applied  in  the 
production  of  a  satisfactory  object,  and  calling  all 
other  labour  unproductive.  At  all  events,  I  shall 
hereafter  use  the  words  productive  and  unproductive, 
when  applied  to  labour,  as  meaning  what  I  have 
here  stated,  and  I  have  only  quoted  the  above 
passages  from  Mill  in  order  to  show  at  least  some 
grounds  for  what  no  doubt  his  followers  would 
consider  a  retrograde  step. 

So  far  then  as  those  material  objects  are  concerned 
which  are  called  commodities,  labour  is  productive 
or  unproductive  just  as  it  produces  and  reproduces 
or  does  not  produce  such  articles. 

9.  Of  mental  or  bodily  labour. — Labour  may  be 
either  bodily  or  mental ;  that  is,  either  more  mental 
than  bodily  or  vice  versa  ;  for,  as  we  have  pointed  out 
before,  it  must  be  bodily  to  some  extent,  and,  as 
Mill  says,  it  must  be  to  some  extent  mental,  for 
no  animal  could  perform  properly  the  office  of  the 
stupidest  hodman. 

The  tendency  of  modern  times,  and  one  of  the 
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results  of  increasing  wealth,  has  undoubtedly  been 
to  make  labour  more  mental  and  less  and  less 
bodily,  though  however  much  it  tends  in  one 
direction  it  must  certainly  be  both.  The  more 
immaterial  agents  become  the  greater  is  their 
power,  and  this  is  certainly  true  of  man. 

In  this  matter  of  labour,  in  which  man  is  a  com- 
bination of  opposites,  that  man  is  most  successful 
who  most  fully  combines  the  two  opposites  in  one 
product.  Bodily  labour  is  of  all  sorts  the  most  sure 
and  certain  in  getting  its  reward.  As,  however, 
more  mind  is  introduced,  the  reward  while  becoming 
more  uncertain,  and  in  fact  partly  in  consequence  of 
the  uncertainty,  becomes  in  proportion  greater ;  but 
there  comes  a  time  when  mental  power,  too,  far 
outstrips  the  bodily,  and  then  no  reward  results. 
In  no  cases  is  this  more  perceptible  than  in  those 
countries  which  have  been  wealthy,  such  as  Italy 
and  Spain.  It  is  customary  to  find  all  sorts  of 
causes  for  the  declension  of  wealth  in  Spain  and 
Italy,  but  I  cannot  help  thinking  that  the  decline  is 
consequent  in  a  great  measure  upon  a  disproportion 
between  the  activity  of  mind  and  body  of  the 
inhabitants.  They  are  quick  enough  and  clever 
enough  to  amass  wealth,  but  they  are  too  lazy  to  go 
through  the  bodily  exertion  necessary.  They  are 
quite  ready  to  make  a  profit  as  long  as  no  labour  is 
involved  in  doing  so.  Too  great  specialization  of 
function  has  been  the  cause  of  poverty. 

5  * 
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I  am  inclined  to  agree  with  Herbert  Spencer 
that  the  system  of  compulsory  education,  as  it  is 
called,  is  exerting  just  the  very  opposite  influence 
which  was  intended.  It  is  stamping  out  mind  by 
a  compulsory  production  of  equality.  It  degrades 
the  reasoning  powers  by  an  increase  in  the  faculty 
of  memory  or  receptivity;  man  becomes  under  its 
influence  a  machine  for  holding,  not  as  he  should 
become  a  machine  for  grinding;  the  memory  is 
stuffed  with  facts  such  as  can  be  produced  success- 
fully at  a  competitive  examination,  and  is  rendered 
incapable  of  reasoning  and  generalizing. 

It  cannot  be  too  fully  impressed  upon  the  public 
that  the  powers  of  a  man's  mind  are  limited,  and 
that,  as  Mr.  Sulley  puts  it  in  an  article  in  The 
Nineteenth  Century,  genius  is  simply  greater  power 
of  mental  development ;  but  even  genius  has  its 
limits,  and  the  existence  of  the  limit  prevents  the 
benefit  so  generally  sought  for  in  education.  The 
article  called  mind  and  represented  by  a  basin  is 
filled  to  the  brim  with  facts,  and  then  people  wonder 
there  is  no  room  to  put  in  any  spirit  or  power  of 
generalizing.  How  can  you  expect  to  have  room 
when  you  fill  your  basin  with  water  ?  The  basin  of 
genius  is  larger  than  a  basin  of  the  ordinary  size, 
but  still  it  is  a  basin  having  a  definite  capacity.  To 
be  seated  in  the  mean  is  the  sure  basis  of  success, 
and  too  powerful  a  mind  is  undoubtedly  productive 
of  a  lazy  body ;  though  it  is  quite  true  that  the 
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opposite — that  is,  a  want  of  mind — is  also  productive 
of  idleness,  the  difficulty  being  to  predicate  which  is 
the  cause  in  any  given  case,  most  persons  infallibly 
turning  to  the  latter  as  the  cause,  and  endeavouring 
to  eradicate  it  with  the  birch.  The  art  of  life  is  to 
be  and  not  to  be  above  your  work. 

The  pay  or  wages  of  labour  varies  in  general 
according  to  the  amount  of  immaterial  power,  that 
is  to  say,  mind  put  into,  it  partly  no  doubt  because  it 
is  more  difficult  to  estimate  its  worth.  The  lawyer 
and  physician  are  paid  according  to  what  is  thought 
of  their  skill  and  ability,  and  not  according  to  the 
amount  of  it.  It  would  be  impossible  to  pay  by 
piece-work  in  the  same  way  as  a  productive  labourer 
is  paid,  say  for  instance,  so  much  for  so  many  legs 
cut  off.  Some  sort  of  idea  of  the  skill  may  be 
guessed  by  the  amount  of  the  pay. 

In  the  present  day  this  country  suffers  from  a  too 
small  quantity  of  labour — a  too  powerful  centraliza- 
tion of  it.  The  unemployed  are  vast  in  numbers, 
the  over-employed  are  being  increasingly  killed  off. 
The  country  would  undoubtedly  benefit  could  the 
work  be  more  distributed,  could  the  protection  of 
labour  be  more  rigidly  enforced.  The  question  may 
well  be  asked,  will  the  individual  sacrifice  his  likes 
and  dislikes  to  the  good  of  the  community — can  we 
produce  greater  equality  of  mind  ?  Compulsory 
education  seems  to  have  in  a  measure  answered  the 
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question ;  it  is  a  communistic  device  for  producing 
equality  of  mind. 

Mind,  like  everything  else,  is  limited  in  its  power 
in  any  individual,  and  as  we  see  in  the  current  cari- 
catures of  the  day  its  increase  involves  a  diminution 
of  body.  It  is  in  consequence  of  this  limitation  that 
great  retentiveness  of  memory  is  a  diminution  of 
the  power  of  reasoning,  specializing  in  one  direction 
is  a  diminution  of  our  power  in  another;  if  the 
power  of  the  mind  of  any  given  individual  was 
unlimited,  then,  of  course,  this  would  not  be  true. 

10.  Of  the  differentiation  of  labour, —  Perhaps 
nothing  in  the  whole  range  of  Political  Economy  is 
more  widely  known  by  its  effects  than  the  division  or 
differentiation  of  labour.  In  the  first  chapter  of  his 
"  Inquiry  into  the  Causes  of  the  Wealth  of  Nations," 
Adam  Smith  writes :  "  I  have  seen  a  small  manu- 
factory of  this  kind  (pins)  where  only  ten  men  were 
employed,  and  where,  consequently,  some  of  them 
performed  two  or  three  distinct  operations.  But 
though  they  were  very  poor  and  therefore  but 
indifferently  accommodated  with  the  necessary 
machinery,  they  could,  when  they  exerted  them- 
selves, make  among  them  about  twelve  pounds  of 
pins  in  a  day.  There  are  in  a  pound  of  pins  upwards 
of  4000  pins  of  a  middling  size.  Those  ten  persons, 
therefore,  could  make  among  them  upwards  of 
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48,000  pins  in  a  day.  Each  person,  therefore, 
making  a  tenth  part  of  48,000  might  be  considered 
as  making  4800  pins  in  a  day.  But  if  they  had  all 
wrought  separately  and  independently,  and  without 
any  of  them  having  been  educated  to  this  particular 
business,  they  certainly  could  not  each  of  them  have 
made  20,  perhaps  not  one  pin  in  a  day, — that  is, 
certainly  not  the  24oth,  perhaps  not  the  48ooth, 
part  of  what  they  are  at  present  capable  of  perform- 
ing in  consequence  of  a  proper  division  and  com- 
bination of  their  different  operations." 

There  is  nothing  so  powerful  in  increasing  the 
quantity  of  commodities  produced  for  man's  grati- 
fication as  this  differentiation  of  labour,  a  differen- 
tiation which  operates  in  a  similar  way  to  the 
differentiation  of  consumers,  though,  in  consequence 
of  the  power  of  exchange  and  man's  propensity  to 
save,  the  results  of  the  differentiation  of  labour 
exceed  the  increase  of  consumption. 

It  is  the  business  of  any  progressive  and  successful 
manufacturer  or  man  of  business  to  take  advantage 
of  this  division  so  as  to  get  for  himself  more  profit 
more  his  labour.  Even  lawyers,  bankers,  and,  in 
fact,  every  sort  of  labour,  is  capable  of  being  to 
some  extent  reduced  by  specialization,  and  high 
specialization  of  work  is  a  mark  of  high  power  of 
producing  any  commodity.  This  specialization  is 
not,  however,  an  unmixed  benefit  to  the  race  of 
man,  as  it  renders  man  incapable  of  action  out  of 
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a  still  more  limited  sphere.  Those  who  regard  the 
object  produced  as  all-important  naturally  regard 
the  division  of  labour  as  an  unmixed  benefit;  but 
while  it  renders  the  rich  richer  it  renders  the  poor 
more  incapable  of  becoming  rich,  for  by  reducing 
the  variety  in  their  work  it  renders  their  minds  more 
inert. 

Perhaps  the  most  noticeable  effect  of  the  increas- 
ing division  of  labour  is  that  which  Adam  Smith 
called  attention  as  the  third  of  the  effects  it  pro- 
duces, namely,  the  increasing  ability  to  employ 
machinery ;  the  man  whose  labours  are  reduced 
to  the  smallest  possible  compass  is  not  only  more 
easily  able  to  apply  machinery  to  his  branch  of 
labour,  but  is  also  more  ready  to  see  how  the 
machinery  may  be  improved,  and  in  doing  so  perhaps 
is  able  to  introduce  a  further  division  and  reduction 
of  labour,  so  ultimately  increasing  the  product  in 
goods  from  the  same  amount  of  labour.  This 
reduction,  it  need  hardly  be  pointed  out,  goes  to 
benefit  the  employer  of  labour  alone  and  corre- 
spondingly injures  the  workman,  for  not  only  is  the 
limited  demand  of  consumers  supplied  with  less 
labour,  but  the  workmen's  wages  are  correspondingly 
reduced  in  consequence  of  the  increasing  uniformity 
of  his  labour  and  the  decreasing  quantity  of  brains 
required  to  perform  his  task.  As  we  noted  in  the 
preceding  section,  remuneration  is  in  proportion  to 
the  brain  power  materially  expressed. 
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This  reduction,  however,  has  its  bright  side,  for  it 
enables  a  greater  variety  of  objects  to  be  consumed, 
and  in  that  way  the  labour  is  again  increased.  The 
great  question  of  a  gain  to  the  labourer  by  the 
differentiation  of  labour  is  a  most  puzzling  and 
difficult  one.  It  is  perfectly  true  that  if  we  get  one 
thing  cheap  by  reason  of  the  division  of  labour,  we 
can  buy  more  of  other  things,  but  we  do  not 
generally  wish  to  buy  as  much  more  of  other  things 
as  we  have  saved  in  consequence  of  getting  a  thing 
cheaper.  We  like  to  save  something  for  ourselves, 
and  it  in  a  great  measure  depends  upon  what  we  do 
with  our  savings  whether  or  no  the  working  man  is 
better  off  by  reason  of  a  reduction  of  the  labour 
doled  out  to  him. 

ii.  Of  the  different  effects  upon  labour  and  wages  of 
Free  Trade  and  Protection. — One  of  the  great  aims 
of  Free-Trade  policy  is  to  enable  each  country  to 
produce  that  which  nature  has  most  fitted  the 
country  by  its  position,  its  soil,  or  its  climate  to 
produce.  By  Free  Trade  the  production  of  com- 
modities is  rendered  easier;  that  is  to  say,  goods 
being  produced  in  the  most  favourable  localities  are 
produced  and  presented  to  the  consumer  in  the  best 
manner  possible  and  at  the  lowest  prices  possible. 
Trades  unsuited  to  the  soil  die  out,  and  the  labour 
of  the  inhabitants  is  forced  into  that  groove  by 
reason  of  foreign  competition  from  which  the 
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greatest  material  result  is  obtained  with  the  least 
possible  labour.  Of  course,  it  will  naturally  be  said 
by  opponents  that  if  the  country  is  not  the  best 
fitted  in  the  world  to  produce  some  particular 
commodity,  no  person  can  live  in  it  ;  and  this 
certainly  seems  to  be  a  good  ground  of  objection  so 
far  as  it  goes.  No  man  cares  to  be  forced  to  quit  the 
country  where  he  has  been  brought  up,  or  the  land 
of  his  ancestors,  solely  that  he  may  have  his  home 
better  supplied  with  mere  articles  of  luxury,  and 
most  are  willing  to  sacrifice,  to  a  certain  extent, 
their  material  enjoyments  for  the  sake  of  remaining 
in  that  land  whose  associations  are  to  them  more 
than  ease,  and  where  the  social  intercourse  of  their 
neighbours  more  than  compensates  for  an  easier 
and  more  luxurious  style  of  living. 

There  are,  however,  few  countries  in  the  world 
which  have  not  some  specialty  in  the  way  of  pro- 
duction, and  it  is  the  object  of  Free  Trade  to  get 
the  best  result  from  this  specialty,  therefore  it  is  a 
good  thing. 

In  consequence  of  the  greater  differentiation  of 
labour,  which  naturally  takes  place  in  those  countries 
where  the  number  of  its  forms  are  reduced,  the  cost 
of  production  of  any  given  article  is  rendered  less  ; 
not  only  is  less  labour  required  but  less  will  probably 
be  given  for  that  labour ;  wages  will  fall  unless  there 
is  a  corresponding  increase  in  consumption  or  a 
decrease  by  reason  of  some  extraneous  help  of  the 
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competition  consequent  upon  the  reduction  of  labour. 
If  goods  are  more  easily  produced  there  will  be  less 
labour,  but  not  fewer  labourers. 

A  great  deal  of  the  benefit  derived  by  Free  Trade 
depends  upon  the  difference  in  the  reduction  of  the 
price  of  any  article  and  the  corresponding  alteration 
which  must  take  place  in  the  labourer's  wages.  In 
many  cases,  no  doubt,  the  competition  consequent 
upon  the  differentiation  of  labour  would  be  obviated 
by  reason  of  emigration.  The  extra  labourers 
dispensed  with  would  seek  an  asylum  in  foreign 
countries,  and  in  no  case  has  a  result  the  exact 
opposite  of  this  been  more  obvious  than  in  Germany, 
since  Prince  Bismark  introduced  Protection.  The 
emigration  returns  having  fallen  off  in  consequence 
of  his  protective  policy.  More  people  can  live  on 
the  soil  by  reason  of  more  labour  being  afforded, 
and  the  production  and  consumption  of  commodities 
being  rendered  more  difficult,  that  is  to  say,  more 
wage-producing. 

The  Free-Trade  party  would  naturally  point  to 
the  rise  in  wages  in  England  consequent  upon  Free 
Trade  being  introduced  as  a  refutation  of  this 
argument,  but  it  is  really  no  refutation  at  all.  It  is 
really  the  outcome  of  it,  or  rather  of  the  difference 
in  time  between  the  adoption  of  Free  Trade  in 
England  and  the  adoption  of  Protection  in  Germany. 
Here  the  extra  labour  required  of  the  public,  whether 
caused  by  steam,  by  railroads,  or  by  extra  con- 
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sumption,  was  such  as  to  obviate  the  disastrous 
effect  upon  wages  consequent  upon  the  introduction 
of  Free  Trade. 

To  illustrate,  by  a  favourite  explanation  of  mine, 
by  reducing  the  price  of  our  twopenny  paper  to  one 
penny  we  more  than  doubled  the  circulation.  Prince 
Bismark,  by  raising  the  price  of  his  from  a  penny 
to  twopence  has  diminished  the  circulation  of  his 
journal  by  less  than  half,  consequently  both  he  and 
we  have  gained.  He  in  one  way  and  we  in  another, 
but  both  have  gained.  Whether,  then,  we  get  more 
or  less  by  Free  Trade  or  Protection  depends  solely 
upon  the  extraneous  circumstances  at  the  time  when 
a  policy  is  varied.  To  endeavour  to  get  people  to 
fix  their  eyes  upon  the  cost  of  any  article  protected 
is  simply  to  perform  the  art  of  conjuring,  that  is  to 
say,  to  take  attention  away  from  the  point  which 
should  really  be  considered. 

If  something  extraneous  helps  to  increase  labour, 
then,  of  course,  a  Free-Trade  policy  may  be 
beneficial.  The  questions  really  to  be  considered 
are — first,  will  the  proposed  policy  raise  or  lower 
wages  more  or  less  than  it  raises  or  lowers  price  ? 
and  secondly,  if  it  should  be  considered  as  likely  to 
lower  wages,  is  there  any  reason  to  suppose  that 
anything  will  come  to  help  the  keeping  up  of  the 
height  of  the  wages  ? 

In  my  humble  opinion,  to  say  Free  Trade  is 
always  right  and  Protection  always  wrong  is  qua 
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labour  and  wages,  and  not  considering  profits, 
equally  wise  as  to  say  a  penny  always  has  a  head 
and  never  has  a  tail  upon  it.  Qua  labour  and  wages, 
Free  Trade  and  Protection  depend  entirely  upon 
the  state  of  things  at  the  time  and  in  the  future  to 
be  expected  in  the  country  where  they  are  con- 
sidered. They  are  distinctly  opposite  sides  of  the 
same  argument — theories  having  the  same  basis, 
which  basis,  however,  by  reason  of  extraneous 
circumstances,  can  be  seen  from  opposite  points  of 
view,  and  the  only  real  question  being  the  point 
of  view. 

If  you  take  it  as  a  general  rule  that  (by  analogy) 
halving  the  price  of  your  paper  will  not  always 
double  its  circulation,  then  you  may  say,  and  say 
with  truth,  that,  given  that  basis,  Free  Trade  is  an 
evil;  if,  on  the  contrary,  you  assume  that  halving 
the  price  of  your  paper  will  double  its  circulation, 
then  Free  Trade  is  the  greatest  good  that  is  ever 
conceivable  from  a  Political  Economist's  point  of 
view. 

To  those  to  whom  the  gifts  of  Providence  are 
given  in  abundance  it  gives  more,  and  from  those  to 
whom  little  is  given  it  takes  away  that  which  they 
might  possibly  possess ;  in  a  word,  it  benefits 
countries  naturally  favoured. 

Not  only,  however,  does  it  do  this,  but  it  stands 
also  to  reason,  from  what  I  have  said  concerning  the 
differentiation  of  labour,  that  those  countries  benefit 
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most,  or  those  peoples,  as  distinct  from  the  land  they 
live  in,  benefit  most  where  the  land  is  fitted  to 
produce  most  different  kinds  of  commodities.  If  it 
takes  a  given  quantity  of  men  to  produce  a  given 
quantity  or  value  of  wheat,  it  follows,  or  seems  to  do 
so,  that  more  men  can  reap  employment  from  the 
production  of  say  half  the  quantity  or  value  of  wheat, 
and  an  equal  quantity  or  value  of  something  else — 
say  iron.  If  by  a  combination  of  workmen  in  the 
process  of  a  manufacture  I  can  produce  the  same 
quantity  of  goods  with  less  labour,  it  must  follow 
by  differentiating  the  goods  I  can,  in  producing 
the  same  quantity  or  value  of  goods,  employ  more 
labourers. 

It  will,  I  think,  be  found  upon  inquiry  that  the 
great  majority  of  the  population  of  a  large  country 
are  sustained  by  labour  alone  ;  they  have  no  means 
of  subsistence  other  than  what  is  afforded  by  their 
labour  and  the  exchange  of  its  products  among  one 
another.  It  follows  from  this  that  any  great  reduction 
of  labour  is  simply  an  abstraction  of  the  means  of 
subsistence  of  a  corresponding  portion  of  the  popu- 
lation, or,  we  should  say,  perhaps  not  an  abstraction 
of  means  of  subsistence  from  some,  but  a  diminution 
in  the  degree  of  comfort  in  subsistence  of  all  the 
labourers  in  the  nation.  Which  result  may  happen 
to  be  produced  depends,  of  course,  upon  each 
particular  case. 

Now  it  stands  to  reason  from  this  that  anything 
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which  tends  to  raise  wages  goes  in  benefiting  a 
majority  of  the  people,  for  upon  that  they  subsist. 

In  any  given  country  during  any  given  period 
there  is  a  fixed  limit  to  the  quantity  of  commodities 
effectively  demanded.  I  use  one  pin  to  my  tie,  and 
what  is  true  of  this  is  true  of  all  things  consumed, 
namely,  that  there  is  a  limit  to  the  number  or 
quantity  of  the  things  used.  Nothing  will  make  me 
use  two  pins  or  two  hundred,  and  even  if  I  did  the 
number  used  would  have  a  definite  limit. 

This  being  the  case,  suppose  a  country  under 
Protection  is  producing  two  commodities,  the  pro- 
duction of  one  of  which  is  kept  up  by  Protection 
and  would  be  extinguished  if  the  Protection  were 
withdrawn,  and  that  the  production  of  that  com- 
modity would  be  transferred  to  another  country. 

Withdraw  the  Protection,  and  the  country  in 
question  has  to  satisfy  its  needs  from  one  manu- 
facture by  exchange  for  that  which  the  other  country 
now  produces. 

The  effect  of  the  division  of  labour  would,  in  the 
case  of  the  sole  commodity  now  produced,  be  fully 
felt,  and  the  limited  quantity  desired  for  home  con- 
sumption would  be  produced  with  the  smallest 
possible  quantity  of  labour.  Home  consumers, 
however,  still  want  the  other  commodity,  and  in 
order  therefore  to  get  it  more  of  the  home  com- 
modity must  be  produced  for  exchange ;  but  assuming 
for  a  moment  a  doubled  production,  the  sum  of  the 
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labour  would  be  reduced  and  the  same  number  of 
labourers  clamouring  for  it.  If  24,000  pins,  to  go  to 
Adam  Smith's  simile,  require  the  labour  of  say 
seven  men  to  produce  them,  48,000  pins  would  only 
take  say  ten  men  to  produce  them  in  a  day.  The 
other  commodity  is  now  being  produced  in  a  foreign 
country,  and  to  get  it  we  must  resort  to  exchange, 
with  what  result  ?  It  is  a  well-known  fact,  in  all 
cases  of  the  exchange  of  goods,  that  the  persons  who 
least  want  the  goods,  or,  at  all  events,  appear  least 
to  want  the  goods,  get  the  best  of  the  bargain. 
The  appearance  of  a  lack  of  desire  to  purchase, 
coupled  with  extreme  readiness  to  pay,  is  the  most 
effective  way  of  getting  a  good  bargain  as  it  is  called. 
Consequently,  the  less  necessary  the  article  which 
we  wish  to  buy  of  foreign  countries  to  the  existence 
of  our  population,  the  greater  is  the  possibility  or 
probability  of  our  trading  with  a  profit.  A  man 
verging  on  starvation  is  not  a  man  likely  to  count 
the  cost  of  that  with  which  he  can  satisfy  his  hunger, 
and  a  man,  therefore,  who  buys  bread  with  knives 
and  scissors  is  a  man  who  most  probably  is  making 
a  bad  bargain  in  proportion  as  the  desire  for  bread 
is  greater  than  the  desire  for  knives  and  scissors. 
An  exchange  of  this  sort  becomes  like  a  bankrupt 
sale ;  our  goods  are  forced  down  the  throat  of 
people  who  do  not  care  about  them,  and  so  give  us 
very  little  for  what  we  give  them.  Our  labour 
therefore  gets  badly  paid  for  the  home  commodity, 
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and  that  labour  which  is  employed  in  reproductive 
labour  is  of  necessity  diminished  from  a  want  of 
capital  wherewith  to  keep  it  at  work.  The  home- 
produced  commodity,  in  consequence  of  the  division 
of  labour,  gives  the  smallest  possible  return  to  labour 
in  wages,  and  the  foreign-produced  commodity  is 
bought  at  a  loss.  The  country,  its  protection  being 
withdrawn,  goes  to  market  with  a  depreciated 
currency  in  goods.  For  the  currency  or  purchase 
power  of  commodities  lies  in  the  wants  of  the  other 
person  with  whom  we  are  doing  business.  Labour  is, 
under  Free  Trade,  forced  into  the  least  labour  remune- 
rative channels,  and  vendors  go  to  market  with  a 
depreciated  currency  involving  them  in  a  loss  of  profit. 

It  must,  however,  be  borne  in  mind  that  this  is 
not  so  assuming  the  Free  Trade  basis  of  argument, 
which,  however,  will  be  more  clearly  explained 
under  the  head  Exchange. 

The  question,  however,  turns  in  a  great  measure 
upon  the  extra  supply  of  the  home  commodity 
produced.  If,  say,  for  every  20  per  cent,  of  the 
value  taken  away  from  the  now  foreign-produced 
commodity  we  get  a  25  per  cent,  extra  consumption 
of  the  home  commodity,  then,  of  course,  no  one 
suffers  any  loss,  neither  labourers  nor  merchants, 
except  perhaps  those  whose  capital  being  invested 
in  a  ruined  business  is  rendered  valueless,  and  so  are 
unable  to  turn  it  into  the  other  remunerative  channel. 

Wise  legislation,  then,  should  seek  always  to 
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import  into  the  country  new  sorts  of  labour,  for 
the  greater  the  number  of  commodities  a  country 
produce  the  greater  in  proportion  is  the  amount  of 
wage-producing  labour,  and  the  greater  value  do 
the  goods  bear  in  exchange  when  sold,  and  so  the 
greater  is  the  quantity  of  capital  produced.  We 
may  sum  this  argument  up  by  the  following  general 
statement  of  it.  Every  reduction  of  price  involves 
a  corresponding  reduction  of  labour,  and  assuming 
(which  one  is  not  generally  justified  in  doing)  an 
expenditure  equivalent  to  the  reduction  of  price, 
the  sum  of  the  wage-producing  labour  is  lessened  ; 
consequently,  unless  for  every  20  per  cent,  less  cost 
25  per  cent,  extra  consumption  be  proved  to  exist, 
Free  Trade  must  injure  the  country  which  seeks  for 
it — that  is,  assuming,  as  I  have  said  before,  that 
the  ideal  basis  of  argument  is  incorrect. 

Many  of  my  readers  will,  I  am  afraid,  consider 
that  I  am  here  stating  really  that  Free  Trade  must 
always  be  a  failure,  and  that  it  is  impossible  to 
conceive  that  the  increased  consumption  will  be 
proportionally  greater  than  the  reduction  in  wages, 
but  this  is  not  at  all  necessary,  and  there  are  cases, 
such  as  that  of  England,  were  a  benefit  may  have 
accrued  from  a  Free  Trade  policy.  I  think  it  is, 
however,  fair  to  say  that  Protection  is  more  right 
than  Free  Trade,  that  is  to  say,  is  more  often 
beneficial.  The  two  things  are  based,  as  I  have  said, 
upon  different  views,  and  the  more  common  view  to 
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take  is  protectionist,  but  that  does  not  render  Free 
Trade  either  inconceivable  or  useless. 

The  root  point  is  the  rate  of  increase,  and  I  think 
the  Free  Trade  party  wrong  when  they  assume,  or 
rather  lead  their  followers  to  assume,  just  so  much 
rate  of  increase  in  consumption  consequent  upon 
diminished  price  as  is  equivalent  to  such  diminished 
price.  This  is  what  I  have  elsewhere  called  the 
eternity  argument.  It  is  like  perpetual  motion,  and 
to  return  to  our  simile  about  the  paper  leads  to  the 
conclusion  that  the  greatest  possible  benefit  would 
be  got  when  the  price  of  the  paper  was  nil,  which  is 
qua  the  consumer  perfectly  true. 

12.  Cost  of  production  or  wages  of  labour  considered 
as  a  proof  of  effective  demand  for  commodities. — The 
importance  of  this  consideration  to  a  right  under- 
standing of  Political  Economy  is  hard  to  over- 
estimate because  of  its  application  to  any  complete 
consideration  of  the  effect  of  exchange.  Perhaps  it 
should  be  treated  of  under  that  head,  but  I  have 
placed  it  here  because  it  is  one  of  the  most  elemen- 
tary propositions  in  Economy. 

Simply  the  proposition  is  reducible  to  this,  that  no 
man  labours  to  obtain  that  which  he  does  not  want, 
and,  consequently,  the  fact  of  his  labouring  and  the 
amount  of  his  labour  is  a  proof  not  only  of  his 
desire  to  obtain  its  products,  but  also,  which  is  of 
more  importance,  of  the  amount  of  such  desire. 

6  * 
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The  fact  of  a  boy  picking  an  apple  off  a  tree  is 
proof  positive  of  desire  for  the  apple,  and  although 
it  may  be  argued  that  his  desire  was  really  greater 
than  what,  judging  by  the  amount  of  labour  he 
took  to  obtain  it,  it  would  appear  to  be;  though 
possibly,  that  is  to  say,  he  might  have  taken  more 
labour  under  other  circumstances  to  obtain  the 
same  end,  yet  from  lack  of  any  reliable  data,  to 
say  definitely  whether  he  would  or  would  not  have 
taken  such  extra  labour,  we  must  resign  ourselves  to 
the  view  that  so  far  as  his  labour  went  his  desire 
preceded  and  controlled  it,  that  the  effect  was  equal 
to  the  cause. 

Cost  of  production  or  the  wages  of  labour  are 
under  exchange  correlative  with  the  amount  of 
labour  gone  through  by  a  man  in  his  endeavour  to 
obtain  the  fruits  of  this  earth.  The  struggles  of  the 
individual  to  obtain  a  livelihood  are  measured  by  the 
amount  he  gets  paid  for  his  work.  Now  I  would 
ask  my  reader  to  be  careful  in  considering  this  pro- 
position, lest  he  permit  his  mind  to  be  drawn  away 
from  it  by  considerations  of  what  the  labourer  does 
with  his  wages  when  he  gets  them,  or  the 
doctor  does  with  his  fees  when  he  gets  them. 
Recollect  that  I  am  here  dealing  solely  with  the 
egoistic  and  selfish  view  of  the  matter.  What 
evidence  I  afford  of  my  desire  in  my  own  person  to 
obtain  the  goods  of  this  life.  Hereafter,  and  in  its 
proper  place,  I  will  go  on  to  the  altruistic  view,  the 
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view,  that  is,  of  the  evidence  A  affords  of  his  desire  to 
obtain  the  good  things  of  this  life  possessed  by  B. 
The  evidence  in  the  latter  case  is  different  because 
the  view  is  different,  and  it  is  therefore  treated  in  its 
own  place.  The  tendency  of  the  mind  to  get  drawn 
away  from  the  simple  to  the  complex  proposition 
is  very  great,  because  a  delusive  appearance  of  a 
refutation  of  the  argument  presents  itself  so  forcibly 
to  the  mind.  It  is  this  delusive  appearance  which 
has  been  the  cause  of  so  much  confusion  in  Political 
Economy.  Writers  fail  to  distinguish  between  two 
opposite  views  of  the  same  proposition,  and  conse- 
quently get  in  hopeless  confusion  with  their  arguments. 

Every  man  who  works  does  so  because  he  wishes 
to  live  or  to  obtain  the  means  of  living.  When  I 
say  every  man,  perhaps  I  should  qualify  it  and  say 
most  men,  for  some  labour  without  reward,  and  some 
get  rewards  who  do  not  really  stand  in  need  of  them, 
but  by  common  consent  the  money  that  a  man  earns 
stands  as  an  index,  not  necessarily  an  infallible 
index,  but  still  an  index  of  his  desire  to  obtain  and  his 
ability  in  obtaining  the  good  things  and  the  necessary 
things  by  which  life  on  this  earth  is  supported  and 
made  pleasant. 

The  reader  will  at  once  perceive  that  this  propo- 
sition applies  equally  to  the  doctor,  the  lawyer,  and 
the  mercantile  producer,  that  is  to  say,  to  those  who 
render  services  or  satisfactions  to  their  fellows, 
whether  those  services  or  satisfactions  be  immateria 
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(using  the  word  philosophically),  or  material,  that  is 
whether  they  consist — say  in  a  cure  secured,  a  suit 
won,  or  in  the  production  of  tables  and  chairs,  food 
and  clothes. 

Now  that  which  is  currently  understood  by  the 
words  wages  of  labour  and  cost  of  production  applies 
solely  to  the  production  of  material  satisfactions. 
You  can  talk  of  cost  of  production  of  breadstuffs, 
cotton  goods,  or  chairs  and  tables,  or  houses,  when 
to  talk  of  cost  of  production  of  say  the  reduction  of 
a  tumour,  or  the  drawing  up  of  a  deed,  would  be 
absurd.  At  the  same  time,  it  would  not  be  at  all 
incorrect  to  call  a  physician's  or  a  lawyer's  fee  the 
wage  of  labour.  The  doctor  or  the  lawyer  does  his 
work  and  gets  paid  for  it  just  the  same  as  a  bricklayer, 
but  he  gets  paid  in  a  different  way.  It  must  there- 
fore not  be  supposed  that  cost  of  production  and 
wages  of  labour  are  here  used  synonymously,  but 
merely  as  correlative  expressions. 

By  cost  of  production  is  understood,  and  in  it  is 
included  all  the  expense  gone  through  before  a  com- 
modity reaches  the  consumer's  pocket,  save  profit. 
Cost  of  production  is  an  egoistic  view  of  the  matter. 
Each  man  who  deals  with  goods  in  any  way  makes  a 
profit  before  passing  those  goods  on  to  some  one 
else,  and  the  cost  of  production  means  the  expense 
each  individual  is  put  to  before  he  sells  or  passes  the 
goods  over  to  another  man.  It  will  be  objected  to 
this  definition  that  there  are  as  many  costs  of  pro- 
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duction  as  there  are  hands  through  whom  the  goods 
pass  on  their  way  to  the  consumer,  and  that  is 
perfectly  true,  the  ultimate  result  being  the  outcome 
and  representative  of  the  cost  of  production  to  each 
man  in  succession. 

Cost  of  production  is  the  result  of  considering  an 
article  from  a  given  point  of  view,  namely,  the  cost  or 
trouble  taken  by  the  man  who  has  it  to  obtain  it,  just 
as  price  is  the  result  of  a  person  to  whom  it  does  not 
belong  considering  its  value.  But  I  am  to  some 
extent  anticipating.  Wage  of  labour  is  equally  with 
cost  of  production  the  consideration  given  to  the 
man  who  has  taken  the  trouble  to  produce  the  goods, 
and  these  two  are  the  only  permitable  evidences  of 
desire  to  consume  on  the  part,  first,  of  the  owner  of 
goods,  and,  secondly,  of  the  labourer. 

10.  Of  the  limit  of  labour. — Before  considering  how 
it  is  labour  is  limited  it  is  as  well  to  have  a  definite 
idea  of  the  meaning  of  the  words  limit  of  labour.  It 
is  currently  said  that  labour  is  limited  by  capital, 
that  no  more  labour  is  capable  of  being  employed  than 
there  is  capital  to  employ  it. 

Now  in  order  to  fully  understand  what  is  meant 
by  limiting  labour,  it  is  necessary  to  point  out  that 
there  are  two  sorts  of  limit  capable  of  being  put  upon 
labour ;  there  is  the  absolute  withdrawal  of  labour 
consequent  upon  the  cessation  of  production,  that  is 
to  say,  the  pro  tanto  withdrawal  of  labour  by  limit  of 
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the  production,  or  it  is  possible  to  understand  the 
words  as  meaning  or  implying  the  results  of  a  dif- 
ferentiation of  labour.  Given,  that  is  to  say,  an  equal 
amount  of  goods  required  and  produced,  the  man  who 
possesses  most  capital,  and  who  is  enabled  thereby 
to  differentiate  the  labour  more  effectually,  may  be 
said  by  means  of  his  capital  to  limit  the  labour. 

It  is,  however,  possible  to  use  the  words  with  a 
third  meaning  when  saying  capital  limits  labour,  or 
no  more  labour  can  be  employed  than  there  is  capital 
to  employ  it.  Now  this  obvious  truism  applies  natu- 
rally only  to  that  labour  which  is  employed  by  capital, 
and  capital  being  of  two  sorts,  fixed  and  circulating, 
labour  employed  thereby  may  also  be  considered 
from  that  point  of  view.  But  when  considering  it 
from  this  point  of  view  it  will  be  seen  that  that  which 
is  called  circulating  capital  is  the  capital  spent  in 
employing  labour  in  producing  that  which  when  it  is 
produced  is  called  fixed  capital.  I  am  using  the 
words  capital  here  as  meaning  not  money,  but 
objects,  that  is  to  say,  food  for  labourers  and  goods 
capable  of  being  reproductively  employed  in  pro- 
ducing other  goods.  Labour  cannot  be  reproduc- 
tively employed  unless  there  is  circulating  capital  to 
employ  it.  Suppose,  for  instance,  if  such  a  supposi- 
tion is  conceivable,  half  the  population  were  fully  em- 
ployed in  satisfying  the  immediate  and  necessary 
consumption  of  the  other  half,  and  this  latter  half 
were  also  employed  in  the  same  way,  then  it  is  clear 
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that  there  could  be  no  circulating  capital.  If  all  we 
produce  is  consumed  in  the  same  time  as  it  takes  to 
produce,  the  people  would  be  on  the  verge  of  a  whole- 
sale starvation,  and  no  leisure  would  be  given  to  any- 
one so  as  to  enable  him  or  her  to  produce  other 
things  than  those  immediately  consumable,  conse- 
quently no  time  would  be  given  to  enable  labour  to 
be  spent  in  producing  that  which  was  only  medi- 
ately consumable ;  that  is  to  say,  goods  used  in  the 
production  of  others. 

But  suppose,  on  the  contrary,  that  after  producing 
all  such  goods  as  are  requisite  for  immediate  con- 
sumption and  to  support  life,  a  man  has  leisure  time 
on  his  hands,  then  so  long  as  he  has  subsistence  for 
that  leisure  time  he  can  employ  himself  in  producing 
things  only  mediately  consumable.  This  surplus 
store  of  consumable  goods  is  that  which  enables  him 
to  exist  when  engaged  upon  reproductive  labour,  and, 
as  I  have  mentioned  before,  what  is  called  his  circu- 
lating capital  is  thereby  turned  into  fixed  capital. 

Taking  the  last  first,  then,  it  is  seen  to  be  obvious 
that  no  more  reproductive  labour  can  be  employed 
than  there  is  circulating  capital  to  employ  it. 

It  will  be  thought  that  in  what  I  have  said  above 
concerning  half  the  population  employed  in  satisfying 
the  wants  of  the  other  half  I  have  needlessly  com- 
plicated a  simple  proposition.  I  have,  however,  done 
this  with  intention,  an  intention  which  it  will  be  my 
purpose  to  explain  when  I  come  to  show  under  the 
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head  of  the  Real  in  Exchange  how  circulating  capital 
results  from  exchange,  and  how  legislating  with  a 
view  of  altering  the  rate  of  exchange  consequently 
alters  the  amount  of  labour  capable  of  being  em- 
ployed reproductively. 

But,  again,  it  is  possible  to  say  that  capital  limits 
labour,  meaning  thereby  that  the  more  capital  you 
can  employ  in  a  business  the  more  you  can  by  so 
doing  differentiate  the  labour,  and  consequently  given 
an  equal  production  less  labour  is  employed  in  con- 
sequence of  the  employment  of  capital.  That  is  to 
say,  that  capital  ousts  labour.  Now  I  must  ask  my 
reader  to  mark  carefully  when  reference  is  made  to 
fixed  and  when  to  circulating  capital.  It  is  only 
fixed  capital  that  can  in  this  way  limit  labour.  It  is 
machinery  employed  in  producing  other  goods  that 
dispenses  with  the  services  of  so  many  labourers,  and 
this  is  the  reason  why  the  working  classes  are  so 
averse  to  machinery.  They  see  and  feel  that  it  is  by 
reason  of  its  application  to  manufactures  that  labour 
is  limited  and  reduced,  that  the  same  amount  of 
goods  can  be  produced  with  less  labour,  and  they 
are  sufficiently  far-seeing  to  know  that  the  cheapness 
of  the  goods,  that  is  to  say,  the  reduced  costs  of  pro- 
duction does  not  entirely  fall  into  the  consumer's 
pocket,  a  considerable  portion  going  in  augmented 
profits  to  the  merchant  who  sells.  The  merchant  is 
enabled  to  undersell  other  producers,  and  instead  of 
contenting  himself  with  the  same  profit  as  before 
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he  takes  more,  and  it  does  not  go  to  the  consumer. 
For  instance,  suppose  plated  forks  to  sell  at  ias  a 
dozen,  and  by  reduction  of  cost  of  production  conse- 
quent upon  a  differentiation  of  the  labour  employed 
in  producing  them  the  cost  to  the  manufacturer  is 
reduced  from  los  to  85.  The  manufacturer  is  not 
so  foolish  as  to  sell  at  12s,  all  he  would  do  would  be 
to  sell  at  i  os  6d,  say  by  which  means  he  would  reap  a 
profit  in  increased  business  by  underselling  others  to 
the  extent  of  is  6d,  and  the  consumer  would  benefit 
by  is  6d.  Now  what  becomes  of  the  is  6d?  Simply 
this,  the  consumer  can  buy  more  goods  to  the  value  of 
the  is  6d,  whereas  the  merchant  and  manufacturer 
can  with  his  6d  still  further  reduce  the  labour  employed 
in  production,  and  the  result  is  still  further  loss  to 
labour.  It  is  not,  then,  to  be  wondered  at  that 
labourers  object  to  machinery.  Far  be  it  from  me 
to  say  the  labourers  are  entirely  right  in  their  con- 
tention, all  I  wish  here  to  do  is  to  put  their  view 
before  my  reader  in  order  that  he  may  not  condemn 
as  foolish  arguments,  which,  although  coming  from 
the  ignorant,  have  a  solid  foundation  of  truth  to  rest 
upon. 

Last,  but  not  least,  there  is  the  assertion  that 
labour  is  limited  by  consumption,  that  is  to  say, 
there  can  be  no  labour  required  to  produce  goods 
which  no  one  requires  to  consume.  To  enlarge  upon 
this  seems  absurd,  for  it  is  only  another  way  of 
stating  that  no  man  takes  the  trouble  to  get  what  he 
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does  not  want,  or  that  the  best  proof  of  his  wanting 
something  is  the  fact  that  he  labours  to  obtain  it, 
whatever  it  may  be. 

This  is  the  most  comprehensive  view  of  all  three, 
for  it  applies  to  all  cases  ;  whether,  that  is,  the  goods 
produced  are  in  themselves  productive  of  satisfac- 
tion, or  whether  they  are  only  capable  of  being  used 
in  the  production  of  satisfactory  articles.  No  one 
invests  his  capital  in  creating  ships  or  machinery 
unless  he  wants,  or  fancies  some  one  else  wants,  those 
things  when  they  are  created,  and,  so  far,  evidence  of 
consumption  is  afforded,  and,  consequently,  we  may 
say  all  continuous  labour  is  limited  by  consumption. 
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CHAPTER    III. 

OF   MATERIAL    AGENTS. 

I.  Of  the  different  sorts  of  material  agents. — By 
material  agents  are  understood  those  objects  or 
forms  of  matter  which  are  employed  by  man  as  a 
means  of  producing  those  things  which,  when  pro- 
duced and  ready  for  sale,  are  called  commodities. 

It  would  not  be  unnatural  to  suppose  that  in  order 
to  consider  the  different  sorts  of  material  agents  in 
order  that,  that  is,  to  classify  them,  they  should  be 
grouped  under  headings  such  as  would  combine  the 
various  forms  of  matter  in  different  groups.  To 
attempt  any  such  classification  would,  however,  be 
almost  impossible  as  the  forms  of  matter  are  infinite, 
so  would  be  the  various  groups.  Another  classifica- 
tion might,  however,  be  adopted,  namely,  in  respect 
of  the  commodity  produced  by  the  material  agents 
in  question.  Various  other  modes  of  classification 
might  be  suggested  only,  however,  to  be  dismissed 
for  the  following  reason  : — 

My  object,  or  one  of  the  chief  objects,  in  writing 
this  book  is  to  enable  the  public  to  see  that  almost 
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all  arguments  in  Political  Economy,  and  almost  all 
views,  by  whoever  advanced,  are  true,  but  only  partly 
so.  They  are  the  truth,  but  not  the  whole  truth,  and 
certainly,  therefore,  do  not  contain  nothing  but  the 
truth.  People's  opinions  come  from  their  authors 
taking  up  a  given  point  of  view.  Here,  then,  we 
are  dealing  with  material  agents  from  a  point  of 
view,  and  that  point  of  view  is  their  operation  in  or 
the  relation  they  bear  to  the  production  of  com- 
modities, not  the  relation  they  bear  to  each  other 
or  to  the  commodities  but  to  the  production  of 
commodities. 

Material  agents,  then,  bear  two  relations  to  the 
production  of  commodities,  and  two  only,  and  those 
two  are  the  productive  and  the  reproductive  relation. 
That  is  to  say,  they  either  produce  by  themselves, 
with  the  assistance  of  labour,  those  things  which  are 
ultimately  destined  for  consumption  by  man,  or  they 
are  employed  in  facilitating  the  production  of  com- 
modities by  other  agents.  Natural  or  material  agents 
may  be  said  to  be  directly  or  indirectly  productive. 

The  best  known  of  all  productive  agents  is  the 
earth  when  employed  in  farming  operations.  Here 
the  agent  is  obviously  directly  productive  of  com- 
modities ;  but  what  can  we  say  of  the  plough,  the 
harrow,  or  the  hoe  ?  These  things  are  only  means  of 
facilitating  production  by  the  earth.  Similarly  with 
regard  to  the  looms  and  spinning  machines,  they, 
too,  are  only  indirectly  productive  of  the  cotton 
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cloth.  Perhaps,  however,  with  regard  to  those 
commodities  which  are  the  products  of  art  as  dis- 
tinct from  nature,  that  is  to  say,  with  respect  to 
cotton  shirting,  we  ought  to  say  that  the  spinning 
machine  is  the  direct  producer  of  it  and  the  earth 
the  indirect.  That,  in  fact,  art  and  nature  are  at 
variance  so  far  as  regards  the  position  which  the 
means  employed  hold  to  the  end.  This  latter  is, 
it  seems,  the  truer  way  of  looking  at  the  matter,  and 
however  useless  the  discussion  or  consideration  of 
the  position  of  means  to  end  may  be  considered  to 
be  in  this  particular,  yet  it  serves  to  show  to  the 
reader  how  entirely  opposite  opinions  may  still 
remain  true,  and  that  it  is  as  easy  to  lay  down  hard 
and  fast  rules  in  Political  Economy  as  it  is  to  abolish 
from  its  consideration  all  question  of  mind  and  to 
treat  of  commodities  simply  as  forms  of  matter. 

Material  agents  being,  as  I  have  said,  either 
directly  or  indirectly  productive,  I  propose  to  treat 
them  as  such,  and  to  consider  land  as  being  in  all 
cases  directly  productive,  and  fixed  capital  as  being 
in  all  cases  indirectly  productive.  Those  material 
agents,  then,  called  capital  will  be  treated  of  under 
that  head. 

2.  Does  natural  or  material  productiveness  favour 
production  ? — In  attempting  to  answer  this  question 
it  is  first  necessary  to  point  the  reader's  attention 
to  its  meaning.  Perhaps  the  question  should  have 


POLITICAL  ECONOMY. 


been  put  at  greater  length  and  have  stood :  Does 
natural  productiveness  favour  the  production  of 
commodities  by  man  ? 

It  is,  of  course,  obvious  that  natural  productive- 
ness favours  production  ;  a  tree,  a  garden,  or  a  farm 
in  a  favourable  climate  and  situation  will  grow  more 
food  or  produce  more  corn  than  one  which  is  less 
favourably  situate.  There  are,  as  Mr.  J.  S.  Mill 
says,  "  countries  where  oats  will  ripen  but  not  wheat, 
such  as  the  North  of  Scotland ;  others  where  wheat 
can  be  grown,  but  from  excess  of  moisture  and  want 
of  sunshine  the  land  affords  a  precarious  crop  as  in 
parts  of  Ireland.  With  each  advance  towards  the 
South,  or  in  the  European  temperate  region  towards 
the  East,  some  new  branch  of  agriculture  becomes 
first  possible  and  then  advantageous ;  the  vine,  maize, 
figs,  olives,  silk,  rice,  dates  successively  present 
themselves  until  we  come  to  the  sugar,  coffee, 
cotton,  spices,  &c.,  of  climates  which  also  afford 
the  more  common  agricultural  products,  and  with 
only  a  slight  degree  of  cultivation  two  or  even  three 
harvests  in  the  year."  A  proposition  so  simple  and 
obvious  as  this  seems  to  me  to  need  no  illustration  ; 
nature  does  the  work  and  the  result  is  proportionate 
to  the  favourableness  and  facilities  which  are  afforded 
by  the  environment ;  no  further  amplification  can  be 
given  of  so  simple  a  proposition.  When,  however, 
we  come  to  introduce  man  into  the  discussion  the 
simplicity  of  the  proposition  vanishes,  and  the  over- 
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ruling  power  of  God  becomes  manifest  in  a  change 
which  is  a  result  of  race,  of  creed,  of  education,  and 
civilization.  Given  the  same  natural  advantages,  the 
same  position,  and  the  same  government,  and  the 
result  of  man's  labour  may  be  as  different  as  it  is 
possible  for  anything  to  be  conceived.  Mr.  J.  S. 
Mill  writes :  "  Neither  now  nor  in  former  ages  have 
the  nations  possessing  the  best  climate  and  soil  been 
either  the  richest  or  the  most  powerful,  but  (in  so 
far  as  regards  the  mass  of  the  people)  generally 
among  the  poorest,  though  in  the  midst  of  poverty, 
probably,  on  the  whole  the  most  enjoying.  Human  life 
in  those  countries  can  be  supported  on  so  little  that 
the  poor  seldom  suffer  from  anxiety,  and  in  climates 
in  which  mere  existence  is  a  pleasure,  the  luxury 
which  they  prefer  is  that  of  repose.  Energy  at  the 
call  of  passion  they  possess  in  abundance,  but  not 
that  which  is  manifested  in  sustained  and  persever- 
ing labour,  and  as  they  seldom  concern  themselves 
enough  about  remote  objects  to  establish  good 
political  institutions  the  incentives  to  industry  are 
further  weakened  by  imperfect  protection  of  its  fruits. 
Successful  production,  like  most  other  kinds  of 
success,  depends  more  upon  the  qualities  of  human 
agents  than  on  the  circumstances  in  which  they 
work,  and  it  is  difficulties  not  facilities  that  nourish 
bodily  and  mental  energy."  And  yet  Mr.  Mill  was  a 
Free-trader,  a  man  who  advocated  the  abolition  of 
all  restrictions  on  trade  on  the  ground  that  facility 
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given  to  production  must  necessarily  be  favourable, 
that  the  easier  production  was  made,  whether  from 
its  flowing  to  places  more  favourable  to  the  produc- 
tion of  any  particular  goods  or  from  the  benefit  of 
unrestricted  competition,  the  greater  must  be  the 
ultimate  benefit  to  the  country  at  large  as  a 
consumer,  but  even  while  advocating  this  he  was 
sufficiently  honest  and  far-seeing  to  write  : — "  It  is 
difficulties  not  facilities  that  nourish  bodily  and 
mental  energy  and  so  contribute  to  successful 
production." 

Professor  Hearn  writes  :  "  Experience  has  indeed 
shown  that  natural  advantages,  like  the  advantages 
of  fortune,  do  not  always  bring  to  their  possessors 
the  full  benefit  that  might  be  derived  from  them." 

Search  the  world  round  and  you  cannot  fail  to 
see  that  in  such  countries  as  India,  Italy,  Greece, 
Spain,  and  the  middle  parts  of  America  the  very 
fertility  of  the  soil  is  destructive  of  the  energy  and 
enterprise  of  man.  The  greater  the  fertility  of 
matter  the  greater  the  sterility  of  mind.  As  this  is 
acknowledged  to  be  so  by  most  thoughtful  persons, 
does  it  not  seem  to  follow  that  it  is  the  duty  of 
government  to  render  nature  sterile  in  effect  in 
order  that  fertility  of  mind  may  result  ?  That  the 
more  production  is  restrained  the  greater  will  the 
result  be  on  man  in  stirring  him  up  to  obtain  that 
which  ease  causes  him  to  cease  from  desiring. 

But,  again,  let   me   call   attention   to  Mr.  Mill's 
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words,  "  Successful  production  depends  more  upon 
the  qualities  of  human  agents  than  on  the  circum- 
stances in  which  they  work."  Mark  the  word  more. 
Given  all  that,  people  may  say,  in  favour  of  facilities 
to  commerce  being  beneficial,  yet  Mr.  Mill  tells  us 
that  the  qualities  of  human  agents  are  more  impor- 
tant to  production  and  that  those  qualities  are  best 
attained  through  difficulties  not  facilities.  Like  a 
good  many  others  Mr.  Mill  thought  one  way  and 
voted  another.  But  enough  has  been  said  of 
Mr.  Mill's  inconsistencies,  and  the  question  really,  so 
far  as  Political  Economy  is  concerned,  is  how  such 
difficulties  may  be  attained  as  will  more  than 
counterbalance  the  facilities. 

The  question  how  such  a  thing  can  be  done  must 
naturally  depend  upon  the  form  which  the  produc- 
tiveness of  the  locality  takes.  Labour,  in  order  that 
it  may  be  more  productive  to  the  labourer  of  easier 
circumstances,  is  turned  by  protection  into  that 
channel  where  there  is  the  greater  difficulty  in  the 
production  of  goods.  To  stifle  production  would  be 
absurd,  but  in  those  countries  where  the  bounties  of 
nature  are  the  greatest  the  stronger  should  be  the 
force  of  the  protection.  The  greater  should  be  the 
difficulties  placed  in  man's  way. 

It  is  extremely  difficult  to  get  people  to  understand 
the  result  which  exchange  produces  upon  all  argu- 
ments in  Political  Economy  rendering  black  that 
which  was  to  all  appearance  white. 

7  * 
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So  long  as  a  man  works  for  himself  alone,  then 
no  doubt  the  argument  of  the  average  economist,  that 
it  must  be  better  to  obtain  goods  easily  and  cheaply, 
is  perhaps  true.  It  is  so  far  true,  that  natural  pro- 
ductiveness does  favour  production,  but  when  we 
consider  that  the  stimulus  to  production  is  not  the 
thing  produced  but  what  is  got  for  it,  that  the 
producer  is  not  the  consumer,  and  that  the  stimulus 
afforded  to  production  is  some  entirely  different 
commodity  from  the  one  in  question,  then  it  becomes 
an  entirely  different  question  whether  natural  pro- 
ductiveness favours  production.  The  only  result  of 
natural  productiveness  is  to  render  the  production  of 
the  goods  in  question  cheap  and  easily  produced, 
and,  consequently,  the  producer  gets  a  lower  price  for 
his  goods,  and  as  his  price  falls,  the  stimulus  which 
makes  him  produce  falls  too.  As  man,  who  has  to 
continue  at  labour  for  double  the  time,  and  whose 
result  in  wages  is  much  about  the  same,  naturally 
looses  the  energy  which  flows  from  a  reward  more 
easily  obtained,  his  argument  is  production  does  not 
pay,  and  his  energies  naturally  drop  in  consequence. 
Nothing  is  so  stimulating  as  success,  but  the  success 
must  be  commensurate,  and  when  traders  find  no 
success  in  trade  it  is  not  to  be  supposed  that  they 
will  go  on  producing  for  the  mere  pleasure  of  seeing 
others  live  cheaper  than  they  did  before. 

It  will  no  doubt  be  replied  to  me  that  the  labourers 
are  consumers  and  benefit  by  the  cheapness,  and  this 
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is  perfectly  true ;  but  my  answer  to  it  is,  they  are 
not  so  much  consumers  as  others,  an  answer  the  more 
complete  explanation  of  which  must  be  reserved  to 
the  section  of  this  work  which  deals  with  exchange, 
as  it  is  to  a  particular  view  of  exchange  that  realists 
must  look  as  the  basis  upon  which  their  views 
are  built,  from  an  Idealist  point  of  view  all  the  above 
remarks  are  and  must  be  admittedly  absurd  for  that 
which  is  true  of  the  individual  must  be  true  of 
the  State  considered  individually,  and  no  idealist 
need  care  to  consider  the  State  otherwise  than 
individually. 

3.  Does  the  productiveness  of  material  or  natural 
agents  when  mentally  produced,  favour  production  ? — 
The  heading  of  this  section  will  no  doubt  seem  to 
many  to  be  a  little  obscure  in  meaning  at  first  sight. 
What  is  meant  by  the  mentally  produced  productive- 
ness of  a  material  agent  is  simply  this,  the  result 
produced  upon  or  in  a  material  agent  by  the  in- 
corporation therein  of  some  products  of  man's  brain ; 
in  a  word,  the  improvement  of  the  agent  in  its 
productive  powers  by  invention,  by  selection,  and  by 
alteration  in  a  hundred  infinitesimal  points. 

As  trade  goes  on  and  increases  in  volume  it  has 
been  well  pointed  out  by  Adam  Smith,  that  the 
differentiation  of  labour  enables  more  machinery  to 
be  employed  by  reason  of  the  simplification  of  each 
particular  process.  To  go  to  the  old  illustration  of  a 
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pin.  When  many  men  are  employed  in  the  produc- 
tion of  a  pin  by  several  processes,  the  labour  of  each 
process  is  simplified,  and  as  each  labourer's  work  is 
simplified  it  becomes  increasingly  easy  to  invent 
machinery  to  perform  that  labour,  and,  moreover,  the 
machinery  formerly  employed  becomes  more  readily 
capable  of  those  modifications  which  tend  to  render 
the  process  quicker  of  application.  It  is  this  which 
I  understand  by  mental  improvement  of  productive 
agents. 

This  mental  improvement  has  a  greatly  stimulating 
effect  in  production,  and  not  only  does  it  stimulate 
production  simply,  it  also  stimulates  man's  desire  to 
produce  because  it  increases  the  profit  resulting  from 
the  labour  which  is  the  far  more  important  factor  of 
the  two.  It  cannot  be  too  often  instilled  into  the 
student  of  economy,  that  increased  production  or 
•  increased  facility  of  production  perse  benfits  no  one.  If 
increasing  facility  of  production  yields  greater  profits 
then  a  benefit  is  obtained,  but  not  unless ;  mere  ability 
to  obtain  is  very  often  the  cause  of  not  obtaining. 
"  Stone  walls  do  not  a  prison  make,  nor  iron  bars  a 
cage."  A  person  who  perhaps  is  not  in  a  condition 
to  move  out  of  his  room,  would  be  very  much  upset 
if  his  ability  to  move  out  were  abstracted  by  im- 
prisonment. The  fact  of  imprisonment  would  be 
the  stimulus  which  made  him  wish  to  get  out,  but 
take  that  stimulus  away,  and  he  would  be  perfectly 
contented  with  things  as  they  are.  Similarly  with 
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trade.  Profit  is  the  stimulus  not  facility  of  produc- 
tion, nay,  I  will  even  go  further  and  say  that  the 
pleasure  or  utility  of  consumption  is  often  not  the 
stimulus  to  consumption,  we  use  and  consume  many 
things  which  really  are  quite  unnecessary  to  either 
our  happiness  or  our  comfort,  we  are  quite  content 
to  have  those  things,  and  the  pleasure  of  consump- 
tion lies  solely  in  being  in  the  fashion  or  in  custom, 
or  for  a  hundred  other  small  reasons. 

And  as  it  is  with  consumption  so  it  is  with  pro- 
duction. Given  the  stimulus  production  will  go  on, 
abstract  it  and  production  must  cease,  and  therefore, 
facility  of  production  has  really  nothing  to  do  with 
productiveness  unless  and  until  it  augments  profits. 
Then  that  facility  of  obtaining  augments  profits,  and 
you  show  at  once  that  facility  will  increase  produc- 
tion, but  not  that  facility  is  the  cause.  This  is  one 
of  the  errors  of  economy  in  mistaking  cause  and 
effect.  I  should  say  in  eliminating  cause  and  effect 
from  a  consideration  of  the  subject.  Adam  Smith  set 
out  to  find  the  cause  of  the  increase  of  wealth,  and 
to  do  that  he  took  up,  mentally  or  philosophically, 
a  position  such  as  to  abolish  all  idea  of  cause  and 
effect.  The  first  great  object  of  economists  should 
be  to  find  out  what  profit  is,  wherein  it  lies,  how 
it  is  got,  and  then,  and  not  till  then,  will  a  true  law 
of  causation  be  found  :  a  law  which  will  enable  every 
one  to  see  what  is  and  what  is  not  a  good  fiscal 
policy. 
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But  one  may  argue  in  a  circle,  and  say  that  the 
increased  production  is  the  cause  of  mental  pro- 
ductiveness. 

It  is  to  material  productiveness  mentally  caused 
that  England  owes  her  present  power  and  wealth, 
and  it  is  to  the  very  same  cause  that  America  owes 
the  rapid  and  gigantic  strides  she  is  making  in  the 
struggle  of  life.  All  this  progress  is  caused  by  the 
friction  of  mind  by  the  perception  and  acknowledg- 
ment of  inferiority  which  is  the  motive  power  in 
competition.  In  a  word,  we  come  round  to  Locke's 
idea  that  the  greater  good  moves  not  the  will  but 
uneasiness.  All  invention  is  due  to  that  cause. 
Perhaps  the  most  notable  instance  of  it  was  the 
production  of  the  spinning  jenny  by  Arkwright ; 
the  picture  of  Arkwright  and  his  wife  are  well  known, 
and  show  conclusively  the  uneasiness  which  supplied 
the  motive  power. 

Arkwright  saw  and  felt  the  intense  strain  and 
exertion  which  his  wife  suffered  in  spinning  and  the 
small  result  produced,  and  it  is  to  that  perception 
that  the  invention  was  due.  Hardly  had  the  inven- 
tion been  in  practical  use  when  other  men  were 
stirred  up  to  find  means  for  improving.  What,  it 
may  be  asked,  was  their  motive  power ;  was  not  it 
uneasiness  consequent  upon  the  absorption  of  their 
profits  by  some  one  else.  Here  you  see  the  original 
start  instead  of  producing  more  idleness  in  conse- 
quence of  the  greater  ease  with  which  the  commodi- 
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ties  are  obtained  has  actually  produced  just  the 
very  opposite.  The  more  a  man  goes  on  inventing, 
that  is,  giving  increased  power  to  the  material 
agents  of  production,  the  more  some  one  else  is 
stirred  up  to  fresh  exertions,  in  order  to  get  the 
resultant  profit. 

To  take  a  more  modern  case,  when  oil  lamps  had 
superseded  the  older  methods  of  lighting  the  streets, 
man  did  not  cease  to  desire  more  light.  The  extra 
light  obtained  by  the  oil  was,  as  it  were,  the  cause  of 
the  invention  of  gas,  and  gas  has  been  but  a  motive 
power  in  favour  of  electric  lighting.  And  what  is 
the  reason  ? 

Man  always  seeks  to  get  the  most  result  with  the 
least  labour,  and  as  every  man  by  invention  gets  rid 
of  some  labour,  so  he  is  enabled  to  draw  to  himself  the 
benefit  which  accrue  the  reward  which  is  reserved  for 
the  greater  increase  of  commodities,  with  a  decrease 
of  the  exertion  which  is  required  to  produce  them. 
Therefore,  the  stimulus  is  profit  not  ease. 

4.  Of  the  influence  of  facility  in  communication  in 
increasing  wealth. — It  has  been  well  pointed  out  by 
Adam  Smith  that  facility  of  communication  is  one 
of  the  great  sources  of  wealth.  In  countries  where 
communication  is  difficult  or  slow  progress  is  ren- 
dered impossible  or  nearly  so.  Communication  and 
interchange  of  goods,  as  well  as  of  ideas,  is  one  of 
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the  great  sources  of  progress  of  all  sorts,  the  con- 
stant friction  of  mind  against  mind  keeps  up  that 
tension  of  thought  which  is  necessary  for  the 
production  of  ideas  and  similarly  with  trade.  The 
interchange  of  goods  leads  to  the  interchange  of 
ideas,  as  the  production  and  use  of  them  leads  to 
a  greater  realization  of  wealth,  that  is,  well  being, 
so  we  are  lead  to  desire  and  use  things  which  were 
were  perhaps  before  unknown  to  us. 

The  enormous  profit  obtained  by  the  Duke  of 
Bridgwater's  family  from  the  building  of  the  famous 
canal  which  bears  his  name  is  proof  of  the  great 
service  which  he  thereby  rendered  to  trade,  and  in 
a  similar  way  we  may  gauge  the  result  of  George 
Stephenson's  exertions  in  the  production  of  railways ; 
no  one,  perhaps,  has  exercised  so  potent  an  influence 
in  the  material  development  of  the  wealth  of  the 
world  as  George  Stephenson. 

Different  countries  are  differently  affected  by  these 
means,  their  natural  conditions  being  different.  In 
hilly  countries,  such  for  instance  as  Norway  and 
Switzerland,  the  difficulty  of  communication  is 
naturally  increased,  and  may  be  rendered  of  such 
force  as  to  cause  quite  a  stagnation  of  prosperity. 
Where  everything  has  to  be  carried  up  and  down 
hill,  railways  become  but  little  better  as  a  means  of 
transport  than  canals,  and  a  man  himself  is  reduced 
to  a  beast  of  burden. 
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In  flat  countries,  such  as  Holland  and  China,  we 
see  that  the  very  flatness  has  contributed  by  means 
of  canals  to  wealth  ;  those  goods  are  produced  which, 
had  the  inhabitants  been  compelled  to  distribute  by 
means  of  themselves  on  land  carriage,  would  never 
have  been  produced  at  all.  Greater  facility  of 
obtaining  in  cases  where  that  greater  facility  con- 
duces to  labour  must  ultimately  conduce  to  the 
wealth  or  well-being  of  the  country,  and  the  rewards 
given  to  the  improvers  of  communication  are  proof 
positive  of  its  being  the  case. 

Countries,  however,  differ  very  much  in  the  faci- 
lities of  water-carriage  which  nature  has  provided. 
In  England  the  facilities  which  nature  afforded  are 
not  very  great.  But  sufficient  has  been  done  by 
nature  to  enable  man  to  contribute  considerably  to 
the  result.  America  owes  much  of  its  prosperity  to 
the  efficient  water-carriage  which  nature  has  pro- 
vided. It  may  be  that  to  the  mountainous  character 
of  Spain  its  poverty  is  in  a  great  measure  due.  The 
great  rivers  of  Spain  are  separated  from  one  another 
by  intervening  mountains,  and  commerce  between 
two  valleys  is  consequently  restricted. 

It  has  always  been  noticed  in  confirmation  of  this 
view  that  the  first  settlers  in  any  country  settle 
according  to  the  facilities  of  water  carriage  ;  they 
swarm  first  up  the  rivers  before  settling  inland,  and 
penetration  into  the  interior  is  due  to  the  following 
out  of  the  river  branches. 
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The  benefits  obtained  by  facility  of  communication 
are  obvious  to  any  one,  and  do  not  require  much 
dilating  upon.  They  are  obvious  to  every  consumer 
from  the  compound  householder  to  the  boy  at 
school,  whose  toffy  is  brought  him  by  a  convenient 
hawker  of  sweet-stuffs. 

There  is,  however,  a  reason  for  diving  deeper  into 
the  mysteries  of  facilitated  communication  than 
this,  and  that  is  with  a  view  of  explaining  more 
accurately  where  the  increase  of  wealth  caused 
thereby  arises. 

I  have  stated  before  that  the  words  difficulty  and 
ease  are  words  to  be  avoided  in  an  economical 
treatise,  because  of  the  erroneous  nature  of  the  ideas 
attached  to  them.  It  is  one  of  my  objects  to  point 
out  how  it  is  that  these  errors  arise,  and  in  treating 
of  facility  of  communication,  a  good  opportunity 
is  afforded  for  explanation  of  how  facility  may  be 
productive  of  difficulty,  and  that  it  is  only  when  it 
is  so  that  good  results  to  the  world  in  the  increase 
of  wealth. 

Let  me  ask  my  reader  not  to  be  in  too  great  a 
hurry  in  trying  to  get  hold  of  the  view  I  have  here 
to  explain,  because  he  will  only  find  that  the  greater 
the  haste  the  less  is  the  speed. 

The  first  postulate  I  have  to  make  is  that  in  a  given 
time  a  fixed  quantity  of  goods  are  consumed,  I  say 
a  fixed  quantity,  and  a  fixed  quantity  of  labour 
is  required  to  bring  those  goods  to  the  consumer. 
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Now  suppose  for  a  moment  a  plan  was  discovered 
by  which  that  fixed  quantity  of  goods  could  be 
carried  to  the  consumer  with  less  trouble,  with  greater 
ease,  or  what  is  the  same  thing,  with  less  labour, 
should  we  here  have  an  increase  of  wealth  ?  I  answer 
no ;  there  would  be  a  decrease  because  less  labour 
would  be  employed  in  getting  the  goods  to  the 
consumer,  and  consequently  fewer  people  would  be 
consuming  the  same  quantity  of  goods.  That  is  to 
say,  that  the  wages  of  that  class  of  labourers  or 
those  persons  who  were  employed  in  transporting 
the  goods  would  be  abstracted.  The  facilitation  of 
the  carriage  of  the  goods  would  then  be  a  positive 
detriment  to  the  country.  So  far,  then,  facility  of 
communication  would  be  a  detriment  to  the  increase 
of  wealth,  it  would  destroy  the  consumption  of  many 
people,  and  we  have  assumed  for  this  part  of  the 
argument  no  increase  of  consumption.  The  con- 
sumption would  be  transferred  from  the  poor  to  the 
rich. 

Now  let  us  consider  what  effect  this  facility  of 
communication  might  produce.  First  qua  consumers. 
The  classes  who  consume  would  get  their  goods 
cheaper,  and  getting  their  goods  might  produce  two 
results.  Either  they  might  work  less,  being  content 
with  the  condition  of  life  in  which  they  were  before, 
or  they  might  perhaps  work  as  hard,  have  more 
to  spend,  and  so  re-employ  the  labour  which  was 
formerly  thrown  out  by  the  facility  of  communication. 
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Now  it  is  not  generally  the  case  with  human 
beings  that  they  resort  to  one  or  other  of  these 
expedients  exclusively ;  generally,  and  in  the  majority 
of  cases,  they  go  for  both  at  the  same  time,  and 
probably  in  pretty  equal  amounts.  That  is  to  say, 
in  the  case  under  discussion  they  would  spend  half 
of  what  they  had  had  saved  them  by  reason  of  the 
facility  of  communication,  and  the  other  half  they 
would  save,  that  is  waste,  by  increasing  idleness. 
They  would  employ  more  of  the  labour  of  others, 
and  in  so  doing  would  facilitate  their  own  idleness. 

Now  I  wish  my  reader  very  carefully  to  consider 
this  because  herein  lies  the  secret  of  increasing 
wealth.  The  question  now  for  the  economist  to 
determine  is  how  much  additional  labour  would  be 
employed  as  the  result  of  facilitated  communication, 
would  the  facility  result  in  greater  difficulty,  would 
the  ease  result  in  harder  work,  would  the  employ- 
ment of  less  labour  result  in  the  employment  of 
more  labour  ? 

This  question  is  one  which  it  is  almost  impossible 
for  any  one  to  answer  off-hand  in  any  particular  case, 
and  all  I  can  do  to  illustrate  my  meaning  is  to  show 
by  an  instance,  a  patent  instance,  to  every  man,  of 
how  greater  ease  resulted  in  greater  difficulty. 

We  have  all  of  us  heard  of  George  Stephenson, 
and  we  all  of  us  know  what  the  effect  of  railways 
was.  Howls  were  sent  up  from  every  corner  of  the 
land  that  the  coaches  and  horses,  the  grooms,  and 
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the  drivers  would  all  be  thrown  out  of  work,  to  be 
supported  by  a  grateful  country,  and  this  howl  was 
grounded  upon  one  of  the  elements  of  the  truth  that 
facility  of  communication  brought  injury  to  the  pro- 
ducer, a  truth  both  equally  true  and  partial.  The 
whole  truth  remained  behind,  namely,  that  the  facility 
then  given  would  be  accompanied  by  greater  diffi- 
culty, that  the  numbers  thrown  out  of  employment 
would  be  as  nothing  to  the  numbers  which  would 
ultimately  be  employed,  that  the  difficulty  resulting 
would  be  greater  than  the  ease. 

But  I  think  I  hear  my  readers  cavilling  at  my  use 
of  the  words  ease  and  difficulty.  Ease  they  under- 
stand, but  not  difficulty ;  ease  and  cheapness,  ease 
and  idleness,  go  hand-in-hand,  and  are  easily  com- 
prehended, but  labour  and  difficulty,  or  rather  paid 
labour  and  difficulty,  remain  to  them  a  stumbling 
block.  It  requires  careful  thought  and  a  good 
understanding  to  realize  that  difficulty  means,  from 
an  economical  point  of  view,  more  labour,  or  what 
is  the  same  thing,  more  remunerative  labour.  It  is 
a  truth,  however,  which  must  be  understood  if  people 
desire  to  understand  economy  from  a  realistic  point 
of  view. 

One  word  before  I  close  this  section  to  my  philo- 
sophical reader  ;  other  readers  can  skip  this  word  if 
they  choose. 

It  has  been  my  object  in  writing  to  explain  more 
fully  how  in  the  word  wealth  the  manifold  of  the 
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intuition  is  comprised  in  the  unity  of  apprehension. 
Here,  then,  is  a  good  opportunity  to  point  out  the 
difference  between  the  way  in  which  wealth  is  used 
and  understood  in  the  above  argument.  For  instance, 
when  idealists  talk  of  there  being  greater  facility  of 
communication,  and  so  greater  ease  of  obtaining  any 
commodity,  they  are  speaking  of  one  particular 
commodity,  but  when  speaking  of  the  result  being 
greater  difficulty,  the  realist  is  always  considering 
another  commodity  as  introduced  into  the  discussion. 
The  realist  passes  on  from  a  consideration  of  the 
subject  as  an  individual  ego  to  a  view  of  it  as  the 
universal  ego,  from  a  consideration  of  wealth  as 
meaning  a  definite  object  to  a  consideration  of  wealth 
as  meaning  well-being,  and  as  including  all  those 
objects  which  people  are  so  ready  to  consider 
separately  as  wealth.  This  passage  is  what  I  may 
call  the  rubicon  of  the  Political  Economy;  those  who 
cannot  make  it  out  fail  utterly  to  comprehend  the 
subject ;  they  stop  short  like  jaded  beasts,  and  fail 
to  realize  the  wealth  of  language  and  idea  there  is  in 
the  word  wealth.  They  fail,  as  regards  protection, 
for  instance,  to  see  that  it  affects  any  one  else  save 
the  man  or  class  protected. 

5.  Some  considerations  concerning  the  opposition  of  the 
working  classes  to  improved  material  agents. — The 
reasons  which  operate  upon  the  working  classes,  in 
such  a  way  as  to  render  them  hostile  to  the  intro- 
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duction  of  better  and  improved  material  agents,  have 
been  noticed  in  the  preceding  section.  These  reasons 
are  simply  that  the  persons  in  question  see  and 
realize  that  so  much  labour  will  be  got  rid  of  and 
they  fail  to  see  how  much  additional  labour  will  be 
required.  Of  course,  it  is  impossible  for  any  one  to  tell 
them  ;  it  cannot  be  predicted  by  any  amount  of  omni- 
science in  man,  though  possibly  some  people  may  be 
able  to  a  make  pretty  shrewd  guess  at  the  result. 

It  is  essential  to  the  increase  of  the  prosperity  of 
any  country  that  the  number  of  persons  employed  in 
labour  should  be  constantly  on  the  increase.  A  por- 
tion of  consumption  is  abstracted  from  the  poor,  and  a 
portion  is,  of  course,  added  to  the  rich.  Now  there 
are  two  means  by  which  we  are  enabled  to  consume, 
capital  and  labour,  and  whereas  every  consump- 
tion by  capital  tends  to  reduce  the  wealth  (when  it 
is  considered  as  meaning  objects)  every  consump- 
tion by  means  of  labour  tends  to  increase  wealth. 
The  false  supposition  upon  which  economists  are 
too  fond  of  enlarging  is,  the  supposition  that  the 
supposed  extra  capital  which  is  consequent  upon  the 
reduction  of  labour,  goes  to  employ  labour,  that  in 
fact  it  is  directly  returned  to  the  poor ;  but  this 
is  not  so,  a  good  deal  of  it  is  consumed  by  the 
possessors  of  capital,  capital  attracting  capital  and 
being  directly  consumed  by  the  rich  ;  whereas  the 
part  that  returns  to  the  poor  is  limited  by  the 
reproductive  demand  of  the  moment,  which  may  be 
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great,  or  it  may  be  small — there  may  be  a  great 
railway  to  build  or  a  canal  to  make,  or  there  may 
not;  but  it  does  not  follow  that  there  will  be 
reproductive  employment  commensurate  with  the 
increased  capital. 

The  arguments  of  many  economists  on  this  point 
grind  round  in  an  everlasting  circle.  Less  labour  is 
employed  on  unproductive  consumption,  but  the 
result  is  more  capital ;  capital  employs  labour,  there- 
fore there  is  still  the  same  quantity  of  labour.  To 
argue  like  this  is  to  show  that  there  is  always  the 
same  quantity  of  labour  in  the  world,  neither  more 
nor  less,  and  that  economy  is  a  mill  which  takes  a 
patch  of  labour  from  unproductive  consumption  and 
puts  it  on  to  productive  consumption,  so  that  no  one 
is  benefited  or  injured,  but  perhaps  we  wrong  them, 
and  the  idea  is  that  for  every  one  labourer  taken 
from  what  they  term  unproductive  consumption,  one 
and  a  half  are  employed  reproductively.  The  argu- 
ment, however,  still  has  the  eternal  grind  about  it 
which  is  so  erroneous.  It  is  an  argument  based 
entirely  upon  a  denial  of  the  effect  of  the  division  of 
labour.  Either  the  division  of  labour  means  its 
reduction  by  the  employment  of  capital  or  not ;  if 
not,  what  I  would  ask  does  it  mean? 

The  whole  question  turns  upon  the  limit  of  labour. 
Mill  says,  like  most  economists,  that  labour  is 
eternal,  or  has  no  assignable  limit.  He  writes 
at  Book  I.,  chapter  v.,  sec.  3  :— "  While  on  the  one 
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hand  industry  is  limited  by  capital,  so  on  the  other 
every  increase  of  capital  gives,  or  is  capable  of 
giving,  additional  employment  to  industry,  and  this 
without  assignable  limit ;"  but  a  little  further  down 
he  writes,  "  If  Government  employed  all  the  labour 
it  could  exact  productive  labour  from  all  to  whom 
it  allowed  a  share  of  food,  and  there  would  be  no 
danger  of  labour  falling  short,  so  long  as  there  was 
a  want  unsatisfied." 

It  is  needless  almost  to  point  out  that  these  two 
statements  are  entirely  contradictory,  the  former 
being  ideal,  the  latter  real;  therefore,  the  latter 
governs  the  former,  and  capital  will  not  give  employ- 
ment to  industry  without  assignable  limit,  because 
effective  demand  is  always  falling  short,  and  some- 
times does  so  to  such  an  extent  that  a  mere  reduction 
of  the  amount  of  the  return  on  the  interest  will  not 
compel  its  employment. 

The  reason,  then,  which  acts  so  forcibly  on  the 
labouring  classes  in  stirring  them  up  to  oppose  im- 
provement, is  their  inability  to  foresee  the  amount 
of  the  extra  consumption  which  will  be  produced 
by  reason  of  the  reduction  of  labour  in  any  present 
production.  They  know  better  than  most  that  the 
amount  of  profit  which  the  capitalist  obtains  by 
reducing  the  labour  necessary  to  produce  a  fixed 
quantity  of  goods  will  not  necessarily  be  spent  by 
him  productively,  that  it  is  possible  for  him  to 
employ  it  in  such  a  manner  as  to  still  futher  reduce 
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the  labour,  notwithstanding  that  it  does  not  at 
present  employ  labour.  Moreover,  as  a  general  rule, 
the  amount  of  labour  which  each  additional  quantity 
of  capital  is  enabled  to  employ  is  less  than  the 
amount  which  the  same  preceding  quantity  of  capital 
employed.  Or,  to  illustrate  in  order  to  explain,  if 
£100  employs  one  man  then  £200  will  not  employ 
two  men  but  something  less  than  two,  say  a  man 
and  a  boy,  and  £300  will  only  employ  two  men,  and 
so  on ;  so  that  from  a  labourer's  point  of  view,  and 
from  the  Government  point  of  view  too,  the  country 
is  not  benefited  to  the  eternal  extent  supposed  by 
Mr.  Mill,  though,  of  course,  there  is  a  benefit. 

But  in  the  interest  of  the  country  it  must  be 
impressed  upon  the  labouring  classes  that,  however 
false  the  eternity  arguments  of  economists  may  be, 
eternity  arguments  are  equally  false  when  brought 
forward  by  them — the  labourers.  There  is  a  point 
beyond  which  the  labour  cannot  be  reduced  ;  we  shall 
never  arrive  at  a  time  when  the  touching  of  a  spring 
by  one  man  will  produce  for  every  man  who  possesses 
a  part  of  the  machinery,  and  that  although  at  times 
the  causes  above  pointed  out  do  operate  very  hardly 
on  the  poor,  yet  they  are  generally  benefited  in  the 
end.  The  excessive  reduction  of  labour  consequent 
upon  the  improvements  in  material  agents  must  stop, 
and  then  the  capitalists  are  really  no  better  off  than 
before,  for  their  interests  and  profits  are  reduced  and 
the  sum  of  the  labour  increased. 
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We  cannot,  however,  resist  the  temptation  to 
further  expose  Mill's  arguments  on  this  point.  He 
writes  as  follows  : — "  Suppose  the  capitalist  and  land- 
owner laid  by  surplus  profits,  and  unproductive 
expenditure  reduced  to  its  lowest  limit,  and  con- 
sequently there  are  no  longer  customers  for  the 
goods  formerly  produced,  the  goods  it  is  said  will 
remain  unsold,  but  this  is  seeing  only  one  half  of  the 
matter.  In  the  case  supposed,  there  would  be  no 
longer  any  demand  for  luxuries  on  the  part  of  the 
capitalist  and  landowner,  but  when  those  classes 
turn  their  income  into  capital  they  do  not  thereby 
annihilate  their  power  of  consumption,  they  do  but 
transfer  it  to  the  labourers  to  whom  they  give 
employment.  Now  there  are  two  suppositions  in 
regard  to  labourers,  either  there  is  or  is  not  an 
increase  of  their  numbers  proportional  to  the 
increase  of  capital.  If  there  is,  there  is  no  difficulty ; 
if  there  is  not,  then  the  labourer  becomes  a  consumer 
of  luxuries,  and  the  capital  employed  in  producing 
luxuries  is  still  so  employed,  but  the  luxuries  instead 
of  going  to  the  few  go  to  the  many." 

Now,  in  the  first  place,  let  us  ask  how  can  a  man 
cease  to  consume  and  yet  continue  to  do  so  ?  If  I 
cease  to  eat  caviare,  am  I  compelled  to  use  a  steam 
hammer?  Unless  I  am  it  becomes  absurd  to  say  that 
a  cessation  of  unproductive  consumption  by  the  rich 
will  produce  productive  consumption  among  the 
poor,  which  is  what  Mill's  first  argument  amounts 
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to.  He  says  the  unproductive  consumption  of  the 
rich,  by  being  put  an  end  to,  transfers  the  things 
consumed  to  the  poor.  That  because  A  ceases  to 
demand,  therefore  B  must  do  so ;  all  this  sort  of 
argument  arises  from  blindness  to  the  fact  that 
effective  demand  limits  the  labour  and  not  capital, 
and  that  if  one  class  ceases  to  consume  the  other 
must  cease  to  produce,  and  there  will  be  no  capital 
whatever  to  transfer.  It  arises  into  a  great  extent 
from  using  the  word  save  to  mean  the  differentiation 
of  consumption. 

But  we  are  told  that  if  there  is  an  increase  of 
labourers  proportional  to  the  supposed  increase  of 
capital  the  case  presents  no  difficulty.  We  should 
have  thought  it  presented  the  very  obvious  difficulty 
that  the  poor  are  not  benefited  and  the  rich  are 
injured.  Look,  however,  at  the  alternative  result 
which,  by  supposing  a  diminishing  population,  is  to 
benefit  one  class  at  the  expense  of  the  other. 

It  is  obvious  that  we  may  retort  upon  Mill :  this 
is  seeing  only  one  half  of  the  question.  His  con- 
sumers are  divided  into  two  classes,  rich  and  poor  ; 
those  of  our  readers  who  have  understood  the  theory 
of  the  differentiation  of  consumption  will  see  at  a 
glance  that,  supposing  the  effective  demand  of  the 
rich  to  be  transferred  to  the  poor,  there  will  still  be 
less  labour  for  the  poor  to  get  a  living  by,  for  the 
poor  will  not  give  so  much  to  obtain  the  extra 
available  quantity  of  commodities  as  the  rich  did, 
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so  that  unless  the  consumptive  power  expended  by 
the  poor  can  be  proved  to  be  greater  than  that 
which  was  taken  from  the  rich,  injury  must  result. 
Therefore  Mill's  arguments  prove  either  a  positive 
or  a  possible  diminution  of  labour  and  wealth. 

There  are  too  many  writers,  thinkers,  and  speakers 
who  act  upon  the  supposition,  of  which  Mill 
here  gives  us  a  glimpse,  that  property  and  vice  go 
hand-in-hand ;  that  the  great  object  of  the  rich  is, 
as  it  were,  to  injure  their  fellows,  and  that  the  richer 
they  get  and  the  more  they  spend  the  more  they 
directly  injure  the  poor.  There  has  probably  been 
no  writer  who  deserves  so  much  from  society  for 
exposing  the  absurdity  of  these  sorts  of  ideas  as 
Charles  Dickens,  the  moral  of  whose  writings  is  that 
man's  feelings  and  tendencies  are  the  same  in  all 
grades  of  society.  Riches  are  obtained  by  con- 
formity to  the  scheme  of  society,  he  who  conforms 
getting  according  to  the  amount  of  his  conformity ; 
and  to  abuse  a  man  for  compliance  is  foolish,  and 
under  the  present  scheme  no  one  confers  so  much 
benefit  on  the  poor  as  the  rich,  and  no  one  confers 
so  much  benefit  on  the  rich  as  the  poor.  The  theory 
of  consumption  shows  that  the  extinction  of  riches 
by  saving  must  exterminate  the  poor.  By  inequality 
is  the  benefit  conferred. 
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CHAPTER   IV. 

OF  PROPERTY. 

I.  Of  the  origin  of  property. — The  origin  of  the  right 
to  property  may  clearly  be  traced,  as  most  people 
allow,  to  something  very  different  from  property  itself, 
namely,  the  desire  to  repress  crime.  Mill,  at  Book 
II.,  chap,  i.,  sec.  2,  of  his  "Principles  of  Political 
Economy,"  writes  : — "  Private  property  did  not  owe 
its  origin  to  any  of  those  considerations  of  utility 
which  plead  for  the  maintenance  of  it  when  estab- 
lished. Enough  is  known  of  rude  ages,  both  from 
history  and  from  analogous  states  of  society  in  our 
own  time,  to  show  that  tribunals  (which  always 
precede  laws)  were  originally  established  not  to 
determine  rights,  but  to  repress  violence  and 
terminate  quarrels." 

This  shows  us  very  clearly  the  reason  of  the 
institution  of  property,  whether  the  property  be  real 
or  personal,  whether  it  be  corporate  or  individual, 
corporeal  or  incorporeal.  Man  cannot  progress  at 
nil  until  the  right  of  his  ownership  to  material 
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objects  be  first  not  only  admitted  but  enforced,  and 
it  is  for  the  enforcement  of  this  right  among  others 
that  societies  exist.  Life  progresses  or  retrogrades, 
as  the  interaction  of  the  individuals  subserves  the 
interests  of  both  or  of  one.  It  progresses  most 
where  the  interests  of  both  are  subserved. 

No  right  to  property  is  so  readily  conceded  as 
that  of  the  earnings  of  the  individual  to  the  results 
of  his  labour  in  commodities.  The  fact  that  man 
has  endowed  an  object  with  a  power  of  satisfaction, 
either  of  his  own  or  his  neighbour's  wants,  is 
sufficient  to  compel  an  assent  to  his  right  of 
property  therein. 

It  is,  however,  the  case  that  all  matter  on  this 
earth  is  limited  in  amount,  and  consequently,  to  use 
the  arguments  of  the  communists,  no  one  has  any 
right  to  any  material  object  more  than  another. 
We  are  placed  by  God  in  this  earth,  and  this  earth 
is  the  sum  total  of  our  inheritance ;  consequently,  no 
one  has  really  any  right  to  engross  so  much  as  the 
smallest  grain  of  mustard  seed  without  the  consent 
either  express  or  implied  of  his  fellows. 

Every  right  may  be  said  to  involve  a  wrong,  or 
perhaps  we  should  say  that  the  wrong  determines 
the  right,  and  the  fact  that  one  man  has  engrossed 
any  portion,  however  small,  of  the  inheritance  of  all 
should  make  us  study  and  try  to  understand  why 
this  wrong  is  permitted  and  what  good  is  obtained 
by  it.  Search  the  world  round  and  it  will  always 
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be  found  that  every  proposition  has  a  right  and  a 
wrong  side,  and  however  obvious  the  right,  however 
consonant  with  reason  and  common  sense,  it  is  the 
business  of  any  investigator  not  to  write  eulogies 
on  the  obvious,  but  to  ask  for  reasons  why  the 
wrong  is  permitted,  and  whether  the  benefits 
obtained  from  that  wrong  more  than  counter- 
balance the  injury. 

Kcasoners  of  the  Bastiat  type  are  much  too  fond 
of  predicating,  with  an  assumption  of  great  know- 
ledge, the  blindness  and  ignorance  of  our  ancestors 
of  the  bearing  and  effects  of  their  actions.  They 
assume  for  themselves  the  exclusive  possession  of 
knowledge.  It  is  not  going  much  too  far  to  say  that 
whatever  was,  was  right,  that  those  things  which 
people  are  apt  to  regard  as  the  instances  of  the 
folly  and  stupidity  of  our  ancestors,  are  really  only 
proofs  of  the  partial  and  incomplete  knowledge  of 
their  descendants.  In  these  days  of  scepticism 
we  shall  perhaps  be  laughed  at  for  saying  that 
every  thing  permitted  by  God  to  exist  serves  a 
purpose.  What  that  purpose  is,  and  how  the  result 
flows  from  the  cause,  is  the  business  of  man  to 
find  out. 

Property  in  all  things  is  a  direct  injury  to  our 
fellows,  so  the  question  to  find  out  is  why  it  is 
permitted,  what  purpose  it  serves,  and  how  it  serves 
that  purpose,  instead  of  blindly  asserting  a  proposi- 
tion, the  truth  of  which  no  one  would  deny, — namely, 
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the  injury, — and  then  following  it  up  with  the  non 
sequitur,  therefore  it  must  be  abolished. 

2.  Why  it  is  permitted. — Property  is  permitted  for 
two  reasons,  it  would  seem  :  first,  that  man  may 
increase  and  multiply,  and  secondly,  that  that 
increase  may  be  attended  with  greater  prosperity, 
or  under  improving  conditions. 

Supposing  no  property  were  permitted  by  man  in 
anything,  he  would  naturally  follow  out  his  animal 
instincts  of  preying  upon  his  fellows.  The  great 
object  of  every  man  would  be  to  take  away  what  he 
saw  any  other  man  enjoying,  that  he  might  himself 
enjoy  it ;  and  such  a  pursuit  of  benefit  as  involves 
a  disproportionate  injury  to  some  one  else,  must 
ultimately  be  attended  with  extinction  of  the  race, 
or,  at  least,  with  its  extreme  restriction  in  numbers. 

Again,  property  acts  upon  man  as  a  stimulus 
to  exertion.  The  savage  who  possesses  nothing 
remains  a  savage  because  he  possesses  nothing,  and 
it  is  in  proportion  to  the  fixation  of  property  and 
its  more  clear  recognition  that  civilization  grows. 

Perhaps  no  one  has  really  illustrated  the  subject 
of  property  so  well  as  Mr.  Herbert  Spencer,  and  a 
perusal  of  chap.  15  of  his  "  Sociology  "  will  illustrate 
better  than  anything  the  fact  that  a  low  state  of 
civilization  is  the  infallible  accompaniment  of  a 
feeble  sense  of  the  right  of  property,  and  we  quite 
agree  with  that  learned  writer  when  he  says  in 
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section  576:  "The  fact  referred  in  sec.  292  that 
even  intelligent  animals  display  a  sense  of  pro- 
prietorship negatives  the  belief  propounded  by 
some  that  individual  property  was  not  recognized 
by  primitive  man." 

It  will  no  doubt  by  many  be  asserted  that  the 
cause  of  the  clearer  recognition  of  property  was 
civilization,  instead  of  the  reverse  being  the  case, 
but  when  we  contemplate  the  history  of  any  country 
it  will  generally  be  found  that  the  following  are  the 
Steps  taken  from  anarchy  or  the  practical  application 
of  the  idea  that  might  is  right. 

The  oppression  of  the  weak,  the  aged,  and  the 
young  leads  them  to  band  together  to  secure  the 
services  of  one  more  powerful  than  themselves  in 
order  to  secure  first  their  persons  and  then  their 
property,  and  in  proportion  as  they  are  able  to 
enlist  and  to  secure  by  payment  the  stronger  party, 
they  succeed  in  asserting  their  right,  not  only  to 
their  persons,  but  to  their  property,  and  so  it 
ultimately  becomes  the  interest  of  the  ruler  to 
nccure  for  them  their  rights  than  to  reduce  affairs 
to  anarchy  by  plundering  them. 

There  is  probably  no  supposition  so  false  and 
erroneous  as  that  which  asserts  that  the  property 
of  any  given  class  has  arisen  from  the  plundering 
propensities  of  the  men  who  formerly  obtained  it. 
As  a  matter  of  fact  and  history  it  will  generally  be 
found  that  what  Herbert  Spencer  says  in  sec.  539 
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of  his  "  Sociology,"  is  the  fact,  that  property  arises 
from  a  state  of  militant  activity,  whether  external 
or  internal,  but  the  facts  have  been,  save  in  the  case 
of  the  few  lands  confiscated  on  the  conquest  of 
any  country,  that  the  militant  activity  is  internal, 
and  second,  that  the  militant  party  does  not  get 
the  property. 

The  state  of  militant  internal  activity  which  must 
arise  ultimately  from  communal  property,  is  the  cause 
of  its  being  individualized.  A  certain  amount  of 
pressure,  consequent  upon  the  population  increasing 
within  a  limited  area,  causes  the  militant  activity 
which  is  ultimately  repressed  by  the  majority.  The 
majority  are  seldom  the  plunderers,  and  it  is  only 
in  times  of  total  anarchy  in  the  State  that  the 
plunderers,  being  in  the  majority,  gain  their  object, 
so  that  to  justify  the  statement  of  communists, 
that  the  original  individual  owners  of  property 
were  plunderers  of  the  public,  it  becomes  necessary 
to  prove  a  state  of  society  when  anarch}''  was  raging 
fiercely  and  every  man's  hand  was  against  his  fellow. 
In  any  time  of  partial  quiet  and  civilization  plun- 
derers do  not  really  obtain  property,  save  in  very 
small  and  insignificant  quantities.  It  is  true  that  at 
the  conquest  of  England  a  great  many  persons  got 
property  by  forcible  seizure  with  the  king's  consent 
or  grant ;  but  was  not  that  a  time  of  anarchy  ?  And 
even  then  they  got  it  as  a  return  for  services  rendered 
to  the  bulk  of  the  nation  in  enforcing  peace  under  the 
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feudal  system,  a  system  which,  however  oppressive 
it  might  be  now,  when  the  rights  of  property 
receive  full  recognition,  was  unquestionably  well 
suited  to  the  time. 

The  object  attained  by  private  property,  whether 
it  be  real  or  personal,  is  the  repression  of  the  state 
of  militant  activity  in  most  cases  of  internal  mili- 
tancy, that  by  its  repression  progress  may  be  secured 
in  populousness  and  wealth,  and  for  this  reason  it  is 
permitted. 

Communistic  arguments  are  merely  specious 
disguises  for  producing  anarchy  so  as  to  enable 
a  certain  class  to  obtain  the  possessions  of  their 
wiser  and  therefore  wealthier  neighbours. 

3.  What  purpose  it  serves. — Private  or  individual 
property,  whether  it  be  real  or  personal,  serves  two 
objects — objects  corresponding  to  the  two  persons 
which  the  right  and  the  wrong  involved  in  the  idea 
clearly  point  out  to  us.  It  serves  a  purpose  in  rela- 
tion to  him  that  hath,  and  it  serves  a  purpose  in 
respect  of  him  that  hath  not. 

In  regard  to  the  former  class,  the  words  of  the 
Bible  may  be  aptly  applied,  "  to  him  that  hath  shall 
be  given,"  words  which  serve  to  indicate  how  pro- 
perty serves  its  purpose. 

The  ultimate  object  of  all  Political  Economy 
should  be  to  stimulate  man's  intellect,  and  property 
is  one  of  the  means  made  use  of  to  effect  that  end. 
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Grant  a  man  property  in  the  results  of  his  labour 
and  he  will  probably  be  induced  to  increase 
his  exertions,  and  he  will,  moreover,  very  soon 
discover  that  the  more  he  exerts  his  mind  in  the 
matter  the  greater  results  will  his  labour  attain. 
Property  is  the  stimulus  for  saving :  it  is,  as  Arthur 
Young  said,  the  magic  of  property,  which  turns  a 
barren  waste  into  a  garden.  It  is  perhaps  difficult 
to  find  out  why  property  has  this  effect  upon  man  in 
stimulating  his  exertions,  unless  it  be  that  it  enables 
him  to  regulate  his  idleness  or  enables  him  only 
to  work  when  everything  favours  his  labour, — to 
watch  every  turn  of  the  market  with  the  power  of 
stepping  in  at  the  right  moment  in  order  to  get  the 
most  results.  Whether  we  regard  the  market  as 
nature's  garden  affected  by  the  seasons,  or  the 
market  for  those  stocks  which  are  not  natural  pro- 
ductions, the  idea  by  which  property  works  is  much 
the  same. 

Enough  has  been  written  upon  this  side  of  the 
question,  too  little  upon  the  other  save  from  the 
communistic  point  of  view.  The  text  above  men- 
tioned may  be  followed  into  this  view,  and  it  behoves 
man  to  ask  why  "  from  him  that  hath  not  shall  be 
taken  away." 

The  object  served  by  property  upon  him  that  hath 
is  obvious  and  simple,  and  it  may  be  regarded  first 
as  teaching  a  lesson  in  morality  and  duty  to  those 
who  have  not.  People  who  are  without  any  property 
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may  trace  their  want  of  it  to  their  own  or  their 
ancestors'  indolence,  ignorance,  or  folly.  To  indol- 
ence, in  that  they  would  not  take  the  trouble  to  get ; 
to  ignorance,  in  that  perhaps  they  were  too  idle  to 
seek  for  the  means  of  keeping ;  or  to  folly,  in  that 
they  were  too  ready  to  spend  the  results  of  their 
own  or  some  one  else's  labours. 

There  are,  of  course,  cases  of  real  hardship  or 
misfortune ;  but  in  many  cases  though  hardship  may 
be  apparent  at  first  sight,  yet  a  closer  inspection  will 
lead  us  to  a  discovery  of  indolence  either  in  mind  or 
body  as  the  real  cause  of  poverty.  The  magic  of 
property  works  upon  those  who  have  not,  firstly,  as 
a  direct  effect ;  and  secondly,  indirectly  by  enabling 
those  who  have  to  give  labour  a  more  remunerative 
direction.  While  not  preventing  the  labour  of  those 
whose  idleness,  ignorance,  or  folly  has  rendered 
poor,  it  enables  the  rich  to  give  their  labour  a  more 
remunerative  direction,  so  that  while  the  labour  of 
the  poor  and  its  results  are  not  abstracted,  the 
excess  produced  goes  in  remunerating  the  care 
and  wisdom  of  the  rich. 

The  capital  of  the  rich  which  has  been  obtained 
by  their  labour  and  care  is  partly  utilized  by  them 
in  paying  for  fresh  labour.  Labour  employs  labour, 
and  some  capital  employs  labour,  so  that  by  granting 
to  a  careful  man  a  property  in  the  results  of  his 
labour,  he  is  thereby  enabled  to  employ  further 
labour  than  before  ;  so  that  that  which  was  originally 


PROPERTY.  n7 


and  directly  as  much  injury  to  the  poor  as  it  was 
benefit  to  the  rich  has  ultimately  become  a  clear 
gain  to  the  poor.  The  effect  of  property  upon  the 
rich  directly  and  indirectly  is  obvious,  and  the  effect 
indirectly  upon  the  poor  is  obvious  ;  not  so  obvious, 
however,  is  its  directly  beneficial  effect.  Property 
resembles  to  those  who  have  it  not  the  effect  pro- 
duced by  a  teacher  upon  his  scholars  who  are 
without  much  desire  to  be  taught ;  it  stands  before 
them  (the  poor)  with  a  prize  in  one  hand  and  a  rod 
in  the  other.  It  says,  in  effect,  your  folly  has  ren- 
dered you  poor,  yet  part  of  what  you  have  refused 
to  obtain  shall  be  given  back  to  you  if  you  try  to 
get  it. 

So  far  of  the  moral  purposes  served  by  property. 
It  is,  however,  necessary  to  consider  the  matter 
from  the  opposite  point  of  view — namely,  as  respects 
the  results  which  it  produces,  that  is,  interest, 
income,  and  such  like,  and  it  is  this  view  which 
presents  to  us  the  greatest  difficulty  in  considering 
the  views  of  communists:  the  unceasing  return 
made  to  the  man  who  has  absorbed  part  of  that 
which  in  a  state  of  nature  might  be  considered  as 
the  inheritance  of  all  men. 

The  remuneration  given  for  the  commodities 
which  man  effectively  demands  may  be  divided  into 
two  parts — namely,  that  part  which  goes  to  those 
who  have  property,  that  is  to  say,  profit,  and  that 
which  goes  to  labour,  or  those  who  have  no  property 
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The  former  class  always  come  under  the  latter 
denomination  so  far  as  they  obtain  or  consider 
themselves  as  obtaining  a  portion  of  the  remunera- 
tion for  their  trouble  in  management ;  and  this  is 
commonly  put  down  by  business  men  at  the  present 
day  at  5  per  cent,  upon  their  capital ;  till  they  have 
obtained  more  than  that  they  will  say  they  get  no 
profit. 

Let  us  assume  for  a  moment  that  the  amount  of  the 
demand  for  any  commodity  is  fixed,  then  the  more 
capital  put  into  the  business,  the  less  amount  must 
go  to  reward  the  labour  unless  there  is  a  pro  tanto 
reduction  of  profit.  If,  for  instance,  the  amount 
given  to  remunerate  the  effective  demand  for  bread  in 
a  week  is  £1,000,000,  and  the  capital  employed  is  the 
same  amount  and  gets  20  per  cent,  profit,  or  £200,000, 
then,  after  deducting  an  additional  £5  per  cent,  for 
labour  of  superintendence,  or  £50,000,  £750,000  goes 
in  paying  labour.  Now,  if  the  reward  of  capital 
should  rise  to  25  per  cent.,  less  must  go  to  labour. 

Now,  as  a  general  rule,  the  more  capital  put  into 
any  business  the  greater  becomes  the  value  of  the 
business,  and  consequently,  although  labour  may  not 
suffer  directly  by  the  abstraction  of  its  wages,  yet  it 
may  be  said  indirectly  to  suffer,  because  the  greater 
portion  of  the  added  result  goes  to  the  capitalist 
in  increased  profits.  This  is,  in  fact,  a  sort  of  view 
of  the  differentiation  of  labour  from  the  capitalist 
point  of  view,  the  labour  not  increasing  as  the 
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results  of  labour  increase,  which,  consequently, 
enables  capital  to  absord  an  extra  amount  of 
remuneration. 

Supposing,  however,  that  the  effective  demands  of 
the  producers  do  not  rise,  the  extra  profit  becomes, 
in  so  far  as  it  is  capable  of  being  employed  repro- 
ductively,  directly  beneficial  to  those  who  have  not 
property,  for  of  any  other  appointment  to  which  that 
excess  is  applied  some  portion  goes  to  remunerate 
fresh  labour,  and  whether  those  who  have  not  pro- 
perty or  the  labourers  have  benefited  depends  upon 
whether  the  amount  of  labour  required  reproductively 
exceeds  the  amount  which  has  ceased  to  be  required 
in  the  bread  trade. 

The  extra  profit  can,  however,  be  got  in  two  ways, 
either  by  reducing  the  number  of  the  labourers  or 
the  amount  of  their  remuneration,  the  former  of 
which  may  be  injurious,  while  the  latter  must  be. 

From  these  considerations  it  will  be  seen  that 
private  property  is  to  a  certain  extent  working  injury 
upon  those  who  have  not  got  it.  Those  who  have  it 
are  perpetually  striving  to  deduct  some  of  the  results 
of  labour  as  profit,  while  the  labour  is  always 
operating  to  force  out  the  remuneration  which 
property  obtains.  Two  forces  are  striving  for  a 
larger  portion  of  the  total  results  produced,  and  the 
weaker  and  more  ignorant  goes  to  the  wall  because 
of  that  ignorance,  and  from  inability  to  combine, 
consequent  upon  poverty.  The  outcome  of  the 
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struggle  is  to  raise  the  intellectual  power  and 
capacity  of  both  parties ;  both  get  a  reward,  but  the 
reward  of  the  intellectually  stronger  is  the  greater  of 
the  two,  and  were  the  communists  wise  in  their 
generation  the  object  would  be  to  cheat  the  rich, 
as  it  were,  by  either  creating  a  fresh  demand  for 
commodities,  or  by  causing  a  quicker  transference 
of  that  demand  from  one  commodity  to  another, 
by  either  of  which  means  they  would  in  effect  be 
transferring  more  of  the  results  of  labour  to  the 
labouring  classes,  for  every  fresh  demand  would  be  a 
fresh  outlet  for  labour,  and  every  change  of  demand 
would  produce  more  labour  than  it  took  away. 

The  benefit  or  injury  to  labour  which  property 
and  the  saving  it  causes  may  effect,  depends  upon 
two  things  :  either  upon  whether  the  increase  in  the 
effective  demand  and  the  consequent  power  of 
utilizing  the  savings  is  greater  than  the  primary 
abstraction  of  labour  by  an  application  of  such 
saving  to  the  existing  demand,  or  else  upon  whether 
the  saving  of  the  poor  is  greater  than  that  of  the 
rich.  If  the  labourers  or  those  without  property  are 
able  to  save  and  so  get  part  of  the  reward  given  for 
effective  demand,  then  it  stands  to  reason  saving  has 
not  pecuniarily  injured  labour.  We  say  pecuniarily, 
because  if  the  labour  of  a  country  is  lessening  by  so 
much,  is  its  power  and  wealth  being  reduced  ?  Less 
labour  is  not,  as  it  is  erroneously  supposed  to  be, 
more  wealth  :  but  by  how  much  greater  the  labour 
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by  which  our  wants  are  satisfied,  by  so  much  is  the 
wealth  of  the  country  increased,  for  labour  and 
wealth  are  nearly  synonymous  terms. 

4.  How  it  serves  its  purpose. — Property,  like  wealth, 
is  a  mental  idea  materially  expressed,  and  such  being 
the  case,  it  is,  as  it  were,  a  confusion  of  opposites. 
Regard  it  from  the  view  of  mind,  and  it  becomes 
clear  that  the  more  fixed  and  certain  it  is  materially, 
the  better  it  expresses  the  idea. 

Property  viewed  in  this  light  may  be  said  to  be 
par  excellence  land  and  the  three  per  cents.  Nothing 
so  well  expresses  to  man's  mind  the  idea  property. 
The  man  who  possesses  these  things  in  large 
quantities  is  always  referred  to  as  being  a  man  of 
property.  The  power  of  the  mind  of  the  majority  of 
human  beings  tends  to  fix  the  idea  into  the  most 
fixed  and  certain  objects. 

Turn  your  view  round,  however,  and  the  return 
which  property  gives  will  show  you  just  the  opposite 
idea.  What  property  gives  a  higher  return  than  that 
which  has  a  fluctuation  in  value  ?  High  interest  is 
a  sign  of  a  bad  or  poor  property.  The  mobility  of 
the  general  mind  in  respect  of  the  thing  is  the  cause 
of  this  fluctuation  in  value.  The  question  which  we 
propose  to  answer  is,  then,  what  sort  of  property 
best  serves  its  purpose  as  property  ? 

So  intense  and  powerful  is  the  gambling  spirit, 
which  is  merely  a  form  of  seeking  the  immaterial 
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materially,  that  of  the  two  views  above  referred  to, 
the  latter  undoubtedly  serves  its  purpose  as  a  stimu- 
lant best,  and  that  is  without  doubt  its  chief  purpose. 

Nothing  is  so  stimulating  to  man  as  a  constant 
fluctuation  in  anything,  and  in  the  case  of  property, 
where  there  is  great  fluctuation,  it  renders  the  poor 
more  able  to  become  rich,  and  therefore  brings 
riches  within  their  reach.  The  object  of  property 
is  to  cause  a  perpetual  struggle  to  obtain,  at  the 
same  time  giving  good  opportunities  of  obtaining, 
which  fixity  of  property  prevents.  The  sweet 
simplicity  of  the  three  per  cents,  is  apt  to  cause  an 
indolence  which  is  fatal.  The  man  whose  wants 
are  satisfied  by  merely  going  to  receive  his  dividend, 
very  soon  ceases  to  trouble  himself  about  increasing 
his  property,  and  the  struggle  of  individuals  is  the 
wealth-producer  of  the  nation.  The  more,  therefore, 
property  becomes  fixed,  the  more  does  it  cease  to 
serve  its  purpose  as  a  stimulator  of  industry. 

The  contrary  is,  of  course,  true,  when  property  is 
regarded  as  such.  In  property,  man  sees  the  means 
of  holding  in  suspense  his  consumption,  of  rendering 
him  able  to  consume  in  idleness  the  good  things 
which  his  frugality  has  stored  up,  and  the  more  fixed 
property  becomes,  therefore,  the  greater  power  of 
storage  it  possesses. 

The  man  who  has  made  a  fortune  after  years  of 
toil  and  labour,  naturally  seeks  for  that  into  which 
he  can  convert  his  property,  with  greater  assurance 
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of  being  able  at  any  time  to  reconvert  it,  and  to  in 
any  way  take  away  from  that  power  is  to  take  away 
that  which  contributes,  though  only  in  the  distance, 
to  stimulate  his  exertions.  If  a  man  knew  that  the 
moment  he  was  to  cease  labour  all  his  property 
would  vanish  like  chaff  before  the  wind,  there  would 
be  no  stimulus  to  exertion,  and  he  would  be  inclined 
to  say  to  himself  that  exertion  would  be  wasted  upon 
accumulating  that  which  he  could  not  keep. 

The  result  of  these  considerations  then  is  to  show 
that  the  great  object  to  attain  in  respect  of  property 
is  neither  fixity  nor  fluctuation,  but  both — to  get  in 
equal  quantities  a  fixed  and  a  fluctuating  form  of 
property  ;  and  we  see  that  man  has  attained  to 
these  forms  of  property,  forms  which  the  law  has 
denominated  real  and  personal. 

5.  Some  considerations  upon  Communism,  Socialism, 
<&c. — The  above  somewhat  rudely  sketched  views 
in  regard  to  property,  enable  us  to  deal  with  the 
questions  as  viewed  by  communists. 

It  will  be  seen  that  all  questions  of  property  have 
two  sides  to  them,  and  that  as  you  shut  one  eye  and 
open  the  other,  or  reverse  the  operation,  so  will  your 
view  of  the  matter  be.  Keep  away  from  your  view 
the  object  at  which  property  aims  as  a  stimulant  to 
exertion,  and  you  must  be  logically  a  communist,  for 
if  property  has  no  object  or  result  in  moving  man, 
then  property  is  a  most  unmitigated  evil. 
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Reverse  the  operation  and  you  will  see  that  the 
*ummum  bonum  which  the  idea  property  was  to 
attain,  was  best  attained  under  a  feudal  system,  a 
system  which  caused  the  greatest  fixity  of  property. 

It  is  needless  to  say  that  both  views  are  true,  but 
are  not  the  whole  truth,  and  are  very  far  from  being 
nothing  but  the  truth,  because  they  are  one-sided. 
In  olden  time  the  feudal  system  was  necessary, 
useful,  and  beneficial  in  repressing  internal  as  well 
as  external  militancy.  In  more  modern  times  its 
relaxation  was  beneficial,  because  the  object  — 
namely,  fixity  —  could  be  attained  without  it. 

The  object  of  communism  is  to  abstract  what  we 
may  call  the  grinding  power  from  property,  —  that 
power  which  enables  the  possessor  of  it,  whether 
it  be  lands  or  shares,  to  draw  to  themselves  the 
unearned  increment,  that  is  to  say,  the  increment 
which  arises  from  an  increasing  population.  It 
may  be  useful  here,  just  to  point  out,  in  the  first 
place,  that  communists  carefully  shut  their  eyes  to 
the  fact  that  such  unearned  increment  is  always 
divided  between  those  who  have  and  those  who 
have  not  property,  though  we  may  admit  that 
those  who  have  property  get  the  lion's  share. 
Considering  what  we  have  said  before,  it  follows 
naturally  that  this,  which  is  regarded  by  shutting 
one  eye  as  an  unmitigated  evil,  is,  when  we  open 
the  other,  just  the  very  object  which  property  was 
instituted  to  obtain. 
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Property  was  instituted  in  order  that  its  owners 
might,  by  getting  the  unearned  increment,  be 
induced  to  strive  for  more,  and  we  may  say  with 
the  knowledge  that  this  very  unearned  increment 
which  seems  so  unjust  would  end  ultimately  in 
benefiting  those  from  whom  it  was  apparently 
at  first  taken  away,  but  who  in  reality  would  never 
have  got  it  had  no  property  been  permitted  in  it. 

It  should  be  remembered  that  unearned  increment 
exists  solely  by  reason  of  private  property,  if  private 
property  was  abolished  there  would  be  no  unearned 
increment,  and  by  its  abstraction  the  country  would 
be  the  loser. 

If,  for  instance,  the  unearned  increment,  say  in 
the  rent  of  land,  was  transferred  to  the  State,  the 
rate  of  interest  expected  on  an  investment  in  land 
would  rise  at  once,  for  people  would  cease  to  invest 
in  that  which  involved  great  trouble  and  bother  in 
looking  after,  and  only  yielded,  notwithstanding,  a 
fixed  and  certain  rate  of  profit. 

It  may  be  plausibly  argued  that  people  would  still 
save  and  economize  notwithstanding  the  abstraction 
of  the  unearned  increment,  but  the  abstraction  of 
the  stimulus  is  tantamount  to  the  abstraction  of  the 
thing  itself.  If  there  were  no  profits  in  gambling 
no  one  would  gamble,  and  were  there  no  unearned 
increments  half,  and  from  the  mercantile  point  of 
view  all,  the  profits  would  be  gone. 

It  cannot,  we  think,  be  denied,  that  the  possessors 
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of  property  get  more  of  the  unearned  increment  than 
those  who  have  none,  and  that  is  the  supposed  injury 
at  which  communism  aims.  Now  suppose,  for  a 
moment,  that  the  excess  was  transferred  to  the  State 
by  any  of  the  schemes  which  have  been  devised,  it 
is  not  going  too  far  to  say  that  there  would  then 
be  no  excess  or  unearned  increment  at  all.  Trans- 
ferring it  to  the  State  is  merely  a  device  for  its 
abolition — we  mean  a  device  for  getting  rid  of  the 
increment,  and  not,  as  is  supposed,  for  causing  it  to 
be  more  equally  distributed. 

That  which  the  State  had  power  to  take  from  the 
community,  the  community  would  very  soon  wrest 
from  the  State.  Suppose  a  law  passed  that  all  rent 
above  the  rent  of  a  fixed  day  was  to  be  paid  to  the 
State,  by  what  possible  machinery  would  rent  be 
raised  ?  No  one  save  a  small  minority  of  State 
officers  could  raise  it,  and  popular  clamour  would 
soon  put  them  down.  Every  individual  would  see 
half  a  hundred  very  clear  reasons  why  to  suppose 
any  unearned  increment  was  impossible  and  ridi- 
culous. 

But  it  will  be  said  there  must  be  an  increment 
even  though  the  Government  could  not  get  it.  This 
is  entirely  false.  The  unearned  increment  would  be 
dissolved  in  idleness,  less  exertion  would  be  needed, 
and  less  wealth  would  result,  because  from  a  realistic 
point  of  view  my  wealth  depends  upon  some  one 
else's  exertion.  Every  householder,  i.e.,  the  majority 
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of  the  population,  would  relax  his  efforts  just  in 
proportion  to  the  amount  of  the  unearned  increment, 
or,  in  this  case,  the  non-existing  increment;  the 
increment  would  be  turned  into  a  decrement. 

The  State  uses  property  as  a  machine  to  enable 
one  class  to  grind  the  other  so  that  both  may  benefit, 
and  were  the  grinding  power  transferred  to  the 
State  it  would  cease  to  exist. 

In  Book  II.,  chapter  i.,  sec.  3,  of  his  "  Principles 
of  Political  Economy,"  J.  S.  Mill  writes : — "  The 
objection  ordinarily  made  to  a  system  of  community 
of  property  and  equal  distribution,  that  each  person 
would  be  incessantly  occupied  in  evading  his  fair 
share  of  work,  points  undoubtedly  to  a  real  diffi- 
culty ;  "  and  then  he  goes  on  to  say  that  they  who 
urge  this  objection  forget  that  the  same  difficulty 
exists  under  the  present  system.  With  all  due 
respect  to  Mr.  Mill,  no  sensible  person  forgets  it  at 
all ;  instead  of  forgetting  it  they  would  point  to  the 
fact  that  by  means  of  small  inequality  originally 
permitted — that  is  to  say,  by  allowing  a  profit  on 
labour — half  the  community  is  engaged  in  watching 
and  squeezing  as  much  work  as  they  can  from  the 
other  half,  a  duty  which  cannot  be  so  well  performed 
by  State  officials  who  have  no  direct  interest  in 
performing  it.  Moreover,  the  squeezing  of  one 
portion  of  the  community  by  the  other  does  ulti- 
mately benefit  the  other,  for  they  are  rewarded 
according  to  the  labour  which  they  give,  and  if 
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moved  sufficiently  by  self-interest  they  have  the 
power  to  transpose  themselves  from  the  one  class 
to  the  other.  The  evil  of  communism  is,  that  it 
endeavours  to  abolish  self-interest ;  and  to  suppose 
man  can  in  his  present  state  of  life  get  rid  of 
all  desire  whatever  to  benefit  himself  seems  to  us 
radically  absurd,  and  that  no  good  would  result 
assuming  it  to  be  accomplished. 

It  is  true  under  the  present  system  the  position  of 
matters  economical  is  reversed,  and  that  whereas 
uncivilized  man  worked  for  others — that  is,  his 
descendants  through  himself ;  whereas  civilized  man 
works  for  himself  through  others — that  is,  his  neigh- 
bours ;  but  whether  civilized  or  uncivilized  man 
works  ultimately  for  self,  self  is  the  motor  power, 
whether  it  be  expressed  in  one  form  or  another,  and 
to  suppose  an  abstraction  of  self  is  to  suppose 
creation  on  a  fresh  plan. 

6.  Of  \}\e  reasons  for  permitting  private  property 
in  land.— It  seems  to  me  that  the  reasons  for 
permitting  private  property  in  land  have  been  very 
inefficiently  enumerated  by  economists.  Mill  says 
that  the  reason  for  permitting  it  is  in  order  that 
those  who  improve  it  may  reap  the  benefit  of  their 
improvements,  see  Book  II.,  chapter  ii.,  sec.  5.  To 
draw  any  conclusions  from  such  a  view  of  the  case 
seems  almost  like  a  desire  to  beg  the  question,  for 
it  can  hardly  be  regarded  as  essential  to  the  power 
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of  reaping  the  results  of  improvements  that  there 
should  be  private  property  in  land.  Mr.  Gladstone's 
Irish  Land  Bills  have  shown  that  such  a  conclusion 
from  such  premises  is  not  permissible. 

In  the  first  place,  then,  we  may  premise  that, 
deductively  considered,  there  is  no  more  reason  why 
private  property  should  be  denied  in  the  case  of  land 
any  more  than  in  anything  else.  I,  individually, 
have  a  right  to  exist,  and  that  right  is  only  available 
for  me  as  long  as  I  can  obtain  the  means  of  subsist- 
ence ;  however  great  my  powers  of  labour  may  be 
without  land  it  is  impossible  that  I  can  exist,  and 
therefore,  unless  you  deny  my  right  to  existence,  you 
cannot  logically  take  away  from  me  the  right  of 
possession  of  the  means  of  existence. 

But,  considered  inductively,  inasmuch  as  there  are 
hundreds  of  others  besides  myself  who  have  a  like 
right,  whom  the  admission  of  mine  must  exclude,  it 
seems  perhaps  only  reasonable  that  my  right  should 
be  disallowed,  or  allowed  only  communally — that  is, 
with  the  others. 

By  regarding  these  two  considerations  together, 
as  is  necessary  to  a  complete  view,  and  considering 
also  the  fact  that  there  are  inequalities  in  soils, 
whether  in  regard  to  produce  or  position,  it  will  be 
seen  that  the  first  object  to  secure  in  the  case  of 
land  is  the  repression  of  militancy,  as  before  alluded 
to.  The  first  question  which  here  arises  is  as  to 
the  manner  how. 
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In  the  case  of  small  societies  occupying  a  large 
area  the  inducements  to  dispute  the  possession  of 
any  particular  portion  are  small  in  proportion  as  the 
excess  of  land  in  its  productive  capacity  exceeds 
the  total  number  of  its  settlers.  At  such  times,  as 
Sir  Henry  Maine  and  others  have  shown,  landed 
property  was  held  by  the  commune,  and  pieces  were 
granted  out  to  each  individual  of  the  clan  who 
possessed  it.  Every  man  had  his  right  to  live  and 
no  one  suffered  wrong. 

This  primitive  condition  of  man  was  undoubtedly 
dissolved  by  the  community  for  its  own  good,  and 
from  its  dissolution  sprang  private  property  in  land. 
The  justification  of  the  right  of  private  property 
is  public  convenience,  and  it  has  no  ground  of  justifi- 
cation in  the  right  to  improvements  conferred  by  the 
individual  on  the  soil.  Public  peace  and  profit  are 
the  justification  of  landed  property.  A  growing  and 
large  community  upon  a  small  area  compel  the  right 
to  private  property  to  be  recognized,  in  order  that 
disputes  as  to  possession  may  be  settled ;  and, 
secondly,  the  greater  exertion  which  man  is  willing 
to  lay  out  on  his  own  land  leads  to  a  greater  profit 
being  obtained  from  it. 

Mill  just  reverses  the  true  reason  for  private 
property  in  land.  The  justification  lies  not  in  the 
effects  produced  by  man  upon  land  in  consequence 
of  private  property,  but  the  effects  produced  by 
private  property  in  land  upon  man.  The  first 
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justification  is  the  production  by  it  of  peace  among 
men,  the  second  is  the  production  of  more  labour 
among  men,  and  so  more  benefit  to  his  fellow  man. 

Another  and  equally  important  reason  for  per- 
mitting private  property  in  land  is,  that  by  so  doing 
man  is  enabled  to  invest  his  labours  in  it  with  the 
confident  expectation  that  they  will  not  be  abstracted 
in  consequence  of  his  ceasing  to  labour.  It  supplies 
a  form  of  investment  to  a  purchaser  which  would 
be  withdrawn  were  landed  property  held  by  the 
public.  It  is  one  of  the  great  public  accumulators, 
and  as  such  has  a  great  effect  in  stimulating 
consumption. 

The  man  whose  savings  are  invested  in  a  good 
permanent  security  is  far  more  ready  to  benefit  his 
fellows  by  increasing  his  consumption,  and  his  ability 
and  power  of  doing  so  is  rendered  greater  in  pro- 
portion to  the  fixity  of  the  term  of  his  investment. 

The  fact  that  private  property  in  land  works  hard- 
ship and  injustice  is  no  doubt  to  a  small  extent  true, 
and  that  is  just  the  reason  why  it  should  be  kept  up, 
for  the  hardship  and  injustice  must  come  in  any 
case,  and  under  the  present  system  such  hardship 
is  reduced  to  a  minimum,  while  the  community  gets 
the  greatest  possible  amount  of  benefit. 

Taking  a  broad  and  general  view  of  the  economic 
state  of  this  country,  I  think  it  will  be  found  that  those 
persons  who  advocate  peasant  proprietors  are  those 
who  are  very  much  affected,  or  profess  to  be  so,  by 
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the  inequality  which  exists  among  all  classes  in  the 
respective  amount  of  their  wealth.  Peasant  proprie- 
torship is  a  system  of  cultivation  which  would, 
to  a  great  extent,  abolish  exchange  of  goods,  and  in 
fact,  its  object  is  to  enable  every  person  to  be 
self-supporting  upon  his  own  piece  of  land.  It  is 
a  system  which  exists  as  a  good  entirely  upon  a 
denial  by  its  supporters  of  the  benefit  of  exchange. 
Exchange  of  goods  is  the  cause  of  the  inequality  of 
wealth  existing  in  any  community,  and  the  greater 
the  inequality  the  greater  is  the  wealth  of  the 
country.  Equality  of  wealth  comes  from  lack  of 
exchange,  and  pauperism  is  the  only  result  of 
inability  to  exchange. 

This  view  of  mine  is  doubtless  one  which  does  not 
recommend  itself  to  ideal  economy,  but  I  shall  have 
more  to  say  concerning  it  hereafter.  The  reader 
must  please  recollect  that  I  am  merely  deducing 
arguments  from  a  philosophical  preconception, 
whether  that  preconception  is  right  or  wrong  does 
not  concern  me. 

7.  Of  property  in  the  improvements  in  material 
agents.— -This  is,  perhaps,  the  latest  subject  of 
property  which  civilization  produces.  Property  in 
the  products  of  mind  as  expressed  in  matter,  and  it 
takes  various  forms.  Patent  laws  are  the  guarantee 
of  property  in  some  of  these  products,  but  improve- 
ments in  land,  which  must  come  under  the  same 
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head,  have  not  the  same  guarantee,  and  this  because 
of  the  greater  compulsion  which  one  party  to  the 
matter  exerts  upon  the  other  in  their  adoption  and 
use.  An  inventor  of  any  kind  does  not  in  any  way 
compel  the  public  to  use  his  invention.  He  is,  as  it 
were,  the  suitor  to  the  public.  He  asks  them  to 
recompense  him  for  the  benefit  which  he  has  con- 
ferred, or  thinks  he  has  conferred,  upon  the  public. 
If,  however,  a  tenant-farmer  wishes  to  improve  his 
material  agents  of  production,  then  he  is,  by  the 
very  nature  of  his  improvement,  not  only  compelled 
to  use  some  one's  property  to  do  it,  but  he 
uses  force  to  obtain  its  introduction.  He,  to  a 
certain  extent,  is  compelled  to  violate  an  existing 
right,  which  an  ordinary  machine  inventor  need 
not  do,  though  if  he  does  litigation  generally 
results. 

Considering  what  has  been  said  as  to  the  rights 
of  property  in  land  and  as  to  the  ultimate  undoubted 
and  acknowledged  right  of  the  community  to  land, 
it  seems  to  suggest  itself  to  one  that  a  set  of  land 
commissioners  might  very  well  be  established  who 
would  regulate  and  provide  for  tenants'  rights 
in  improvements  in  land,  commissioners  whose 
business  it  would  be  first  to  ascertain  whether 
tenants  should  be  allowed  to  improve  the  property 
of  their  landlords — that  is,  of  course,  in  the  event  of 
any  objection  on  the  landlords'  part, — and,  secondly, 
to  determine  also,  in  the  event  of  dispute,  how  much 
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and  in  what  form,  the  tenant's  improvement  should 
be  returned  to  him. 

The  principle  of  compelling  people  to  reduce 
rents  is  a  principle  which  strikes  at  the  root  of 
all  private  property,  and  is  more  injurious  to  the 
public  at  large  than  to  the  landlords ;  though  at  first 
sight  the  injury  may  not  seem  very  obvious,  it  is 
injurious  to  the  public,  for  it  is  simply  allowing,  nay, 
assisting,  the  idleness  and  incompetence  of  tenants 
to  assert  itself  more  fully,  and  so  conducing  to  public 
starvation.  The  object  in  view  in  any  legislation 
should  be  the  more  clear  assertion  of  private 
rights,  the  foundation  of  society ;  and  the  suggestion 
contained  above  is  merely  made  with  that  object 
in  view.  High  rent  is  a  public  benefit,  and  the 
object  of  legislation  should  be  to  keep  up  and 
keep  intact  every  individual  right  so  long  as  the 
benefit  is  greater  than  the  injury  caused  by  so  doing. 
The  legislation  proposed  above  would  have  for  its 
object  the  greater  benefit  of  tenants  than  injury 
to  landlords.  Every  interference  with  landlords' 
property  is  an  injury  not  merely  to  the  landlords, 
but  the  public.  The  public  have,  however,  a 
claim  upon  that  property,  and  if  legislation 
can  be  proposed  which  will  benefit  them  more 
than  it  benefits  landlords,  then  such  legislation  is 
desirable. 

We   can   conceive  no   reason  why,   as   a  matter 
of   justice,   a   tenant    should   not   have   a   right   of 
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property  in  his  improvements,  and  no  reasonable 
man  would  refuse  it ;  but  it  does  not  therefore 
follow  that  one  man  should  be  able  to  compulsorily 
improve  another  man's  property  and  then  sell  to 
that  other  man,  or  some  one  else,  those  improve- 
ments. Moreover,  it  seems  only  reasonable  that 
as  patent  law  protects  improvements  in  some 
material  agents  it  should  also  protect  improvements 
in  others. 

The  great  difficulty  in  the  matter  consists  in  the 
fact  that  the  improvements  are  fixed  in  the  agents 
and  cannot  be  parted  from  them  in  being  dealt  with, 
but  a  land  company  might  very  well  be  started 
with  sufficient  capital  which  would  buy  all  tenants' 
improvements  other  than  those  which  the  landlord 
would  be  disposed  or  able  to  purchase,  and  would 
be  empowered  to  charge  a  rent  for  those  improve- 
ments, to  be  paid  by  the  tenant  for  similar  terms 
of  years  and  restrictions  to  those  granted  under  the 
present  patent  law  to  inventors. 

Improvements  in  land  and  improvements  in 
machinery  do  not  differ  from  one  another  when 
regarded  as  respects  increased  production.  All  the 
difference  seems  to  us  to  lie  solely  in  the  compulsion 
put  upon  others  in  their  adoption,  and  that  is  a 
matter  which  the  community  have  an  interest  in 
discussing. 

Fancy  a  manufacturer  being  compelled  to  adopt 
any  alteration  which  his  workmen  might  think 
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beneficial  to  the  working  of  the  machinery  he  was 
using,  for  this  is  a  somewhat  analogous  idea  to 
improvements  in  land. 

Political  Economy  deals  solely  with  the  benefit  or 
injury  derived  from  improvements  in  material  agents, 
so  that  a  disquisition  upon  the  law  would  be  out  of 
place.  The  economic  aspects  of  the  question  are 
continually  under  dicussion,  their  importance  being 
generally  admitted. 

The  question  from  an  economical  point  of  view  is 
whether  or  not  the  country  benefits  by  allowing  a 
property  in  them,  and  it  seems  almost  universally 
conceded  that  it  does. 
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CHAPTER    V. 

OF  CAPITAL. 

i.  What  is  capital? — Before  answering  this  ques- 
tion— What  is  capital  ? — I  must  premise  that  I  am 
dealing  solely  with  production.  I  shall  come  to 
exchange  and  the  effects  it  produces  later  on,  but 
what  I  want  my  reader  to  do  is  to  abolish  from  his 
mind  all  idea  of  exchange,  all  idea  of  the  present 
system,  and  to  imagine  himself  to  be  Robinson 
Crusoe  on  his  island.  Had  Robinson  Crusoe  capital 
on  his  island?  He  had  none  when  he  landed. 
Could  he  get  it,  and  if  he  could  get  it,  how  would 
he  get  it,  and  where  from  ? 

Professor  Hearn,  in  page  136  of  his  "  Plutology," 
writes  : — "  How  then  did  capital  begin  ?  If  its 
presence  be  essential  to  industry,  how  could  indus- 
try have  originated  ?  To  such  questions  there  are 
no  means  of  reply.  The  earliest  records  of  our  race 
imply  the  existence  of  capital." 

Now  I  differ  entirely  from  Professor  Hearn  as  to 
original  existence  of  capital,  and  I  will  explain  how 
capital  first  arose. 
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Suppose  Robinson  Crusoe  cast  ashore  on  his 
island  with  no  capital,  how  could  he  get  it  ?  The 
first  thing  he  would  do  would  be  to  collect  food  to 
satisfy  his  hunger  for  the  time.  He  would  then 
probably  come  to  the  conclusion  that  a  permanent 
supply  of  food  would  be  a  good  thing,  and  would 
consider  the  means  of  getting  it.  In  order  to  get  a 
permanent  supply  fixed  capital  would  be  necessary, 
but  in  order  to  get  fixed  capital  he  must  first  have 
circulating  capital. 

In  order  to  get  a  certain  crop  he  must  dig  and 
plant,  and  tools  would  be  required,  but  while  his 
time  was  occupied  in  getting  the  food  necessary  to 
support  him  he  could  not  make  tools,  dig,  or  plant. 
His  first  object  then  would  be  to  get  more  food  than 
was  immediately  necessary  for  consumption,  to  get 
circulating  capital,  to  get  excess  of  supply.  He 
must  have  that  upon  which  he  can  feed  himself 
without  the  labour  usually  necessary  to  obtain  it, 
before  he  can  labour  at  that  work  which  hereafter 
be  reproductive  of  food.  That  is,  he  must  get  what 
is  called  circulating  capital,  and  to  get  this  requires 
no  capital,  it  merely  requires  a  greater  amount  of 
labour  in  order  to  obtain  more  food  than  he  can 
possibly  consume  in  the  time  during  which  he 
labours. 

Time  is  an  all-important  item  in  the  programme 
in  order  that  you  may  understand  why  I  say  capital 
is  excess  of  supply.  That  is,  excess  of  supply  beyond 
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what  is  consumed.  The  food  produced  is  in  excess 
of  the  amount  consumed  within  the  time  occupied  in 
production.  I  hope  I  have  made  this  clear,  because 
a  great  deal  depends  upon  it. 

If  the  reader  will  turn  to  Mill's  "  Principles," 
Book  II.,  chapter  xv.,  sec.  5,  about  half-way  through 
the  section,  he  will  read  : — "  The  cause  of  profit  (out 
of  which  capital  comes)  is  that  labour  produces  more 
than  is  required  for  its  support.  The  reason  why 
agricultural  capital  yields  a  profit  is  because  human 
beings  can  grow  more  food  than  is  necessary  to  feed 
them  while  it  is  being  grown,  including  the  time 
occupied  in  constructing  the  tools,  and  making  all 
other  needful  preparations,  from  which  it  is  a  con- 
sequence that  if  a  capitalist  undertakes  to  feed  the 
labourers  on  condition  of  receiving  the  produce,  he 
has  some  of  it  remaining  for  himself,  after  replacing 
his  advances.  To  vary  the  form  of  the  theorem,  the 
reason  why  capital  yields  a  profit  is  because  food, 
clothing,  materials,  and  tools  last  longer  than  the 
time  which  was  required  to  produce  them,  so  that  if 
a  capitalist  supplies  a  party  of  labourers  with  these 
things  on  condition  of  receiving  all  they  produce, 
they  will,  in  addition  to  reproducing  their  own 
necessaries  and  instruments,  have  a  portion  of  their 
time  remaining  to  work  for  the  capitalist.  We  thus 
see  that  profit  arises  not  from  the  incidence  of 
exchange,  but  from  the  productive  powers  of  labour, 
and  the  general  profit  of  the  country  is  always  what 
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the  productive  power  of  labour  makes  it,  whether 
any  exchange  takes  place  or  not." 

This  sentence  is  used  by  Mill  to  explain  the  profit 
existing  upon  fixed  capital,  but  what  I  wish  my 
reader  to  see  is  that  the  gist  of  the  whole  matter 
lies  in  the  time  taken.  "  The  reason,"  as  Mill  says, 
"  why  a  profit  is  got  is  because  human  beings  grow 
more  food  than  is  necessary  to  feed  them  while  it  is 
being  grown."  There  is  a  slight  inexactness  of 
expression  here,  but  otherwise  it  is  true.  The  time  of 
feeding  on  the  produce  of  labour  succeeds  the  labour, 
there  are  two  periods  of  time  in  question.  Human 
beings,  Mill  should  have  said,  grow  in  a  given  time 
more  food  than  they  can  consume  in  an  equal  quan- 
tity of  time,  for  no  one  supposes  corn  to  be  eaten  in 
the  same  year  as  that  during  which  it  was  grown, 
and  the  result  is  profit  or  excess  of  supply,  part  of 
which  is  called  capital.  Eternity,  then,  or  equality 
of  periodicity  is  the  a  priori  of  capital,  and  time  is 
the  object  gained  by  it,  that  is  to  say,  the  object 
sought  for  by  capital. 

Having  got  this  excess  of  supply,  this  circulating 
capital,  our  Robinson  Crusoe  has  got  all  he  needs  to 
enable  him  to  procure  fixed  capital.  He  has  a  store 
which  will  keep  him,  upon  which  he  can  exist  until 
his  labours  in  producing,  say  a  spade,  are  crowned 
with  success.  Here  you  see  his  circulating  capital 
is  being  transmuted  into  fixed  capital.  We  have 
supposed  him  living  for  some  time  upon  his  store  of 
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food  while  he  is  engaged  in  making  a  spade ;  when 
the  spade  is  made  he  has  perhaps  to  go  and  get 
more  food  to  support  himself  while  he  is  engaged  in 
digging  and  planting  and  preparing  the  soil  to  pro- 
duce what  he  requires  for  his  sustenance  with  that 
regularity  which  commends  itself  to  all  as  the  result 
of  successful  labour. 

Capital,  then,  is  excess  of  supply.  Circulating 
capital  is  the  excess  of  supply  beyond  the  production 
and  consumption  of  the  moment ;  and  fixed  capital 
may  be  defined  as  the  excess  of  supply  which  has 
been  transmuted,  it  is  circulating  capital  which  has 
been  employed.  You  must  employ  circulating 
capital  if  you  wish  to  get  fixed  capital,  whether  from 
the  view  of  the  matter  under  exchange  or  not. 

Were  I  the  first  writer  on  Political  Econony,  the 
simplicity  of  the  above  statement  would  seem  to  be 
its  best  defence  ;  but,  unfortunately,  the  idealism  of 
economists  has  rendered  the  above  simple  statement 
of  the  matter  valueless  by  reason  of  its  being  based 
upon  a  rank  heresy  long  since  exploded.  To  put  it 
from  my  opponent's  view,  I  have  here  defined 
capital  as  being  something  which  is  non-existent. 
Excess  of  supply  it  is  impossible  to  obtain,  vide  Mr. 
J.  S.  Mill's  "  Principles  of  Economy,"  and  therefore 
to  define  capital  as  excess  of  supply  is  to  define  it  as 
non-existent,  is  to  define  that  which  is  by  that  which 
is  not  a  feat  worthy  of  Hegel. 

In   the   first   edition    of  this   book,    at    Book    I., 
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chapter  ii.,  sects.  4,  5,  and  6,  I  devoted  a  good 
deal  of  philosophical  argument  to  show,  first,  that 
Mr.  Mill's  arguments  against  excess  of  supply  were 
ideal ;  and,  second,  that  they  could  be  refuted  with 
ease  by  taking  a  realistic  view  of  the  matter.  I  do 
not  propose  now  to  go  fully  into  the  philosophical 
part  of  the  argument  again,  neither  do  I  propose 
here  to  deal  fully  with  Mr.  Mill's  arguments  against 
excess  of  supply  which  are  perfectly  true  and  good, 
but  nevertheless  from  a  Hegelian  point  of  view  Ideal. 
That  I  will  do  later  on,  because  almost  all  his  argu- 
ments are  devoted  to  a  consideration  of  the  matter 
from  the  point  of  view  of  exchange,  a  thing  with 
which  I  have  nothing  to  do  here. 

In  order  that  an  excess  of  supply  may  be  proved 
to  be  impossible,  it  must  be  shown  that  you  cannot 
produce  in  a  given  time  more  than  you  can  consume 
in  the  same  time.  When  anyone  does  that,  then  I 
will  admit  capital  is  not  excess  of  supply. 

Another  thing  I  would  mention  is  the  jumbling 
together  of  productive  and  reproductive  consumption 
in  order  to  prove  that  excess  of  supply  is  impossible. 
It  is  customary  to  argue  that  the  excess  of  supply 
beyond  productive  consumption  (I  am  using  pro- 
ductive in  my  sense,  as  meaning  productive  of 
satisfaction)  is  reproductively  consumed,  that  the 
excess  is  consumed,  although  it  is  excess;  that, 
consequently,  it  is  not  excess  beyond  consumption, 
because  it  is  consumed. 
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There  are  two  answers  to  this.  One  is  that  the 
excess  beyond  productive  consumption  is  not  repro- 
ductively  consumed  at  the  same  time  as  the  pro- 
ductive consumption ;  and  the  other  is,  that  the 
proof  that  there  is  an  excess  of  supply  beyond  both 
productive  and  reproductive  consumption  lies  in  the 
falling  returns  on  capital  in  the  smaller  result  which 
reproductive  consumption  gets. 

The  fact  is,  and  it  comes  ultimately  to  this  point, 
that,  regarded  from  the  view  of  exchange,  that  is, 
altruistically,  there  is  excess  of  supply ;  regarded 
egoistically,  from  the  Robinson  Crusoe  point  of  view, 
there  is  no  excess  of  supply,  and  that  the  truth  upon 
the  matter  must  rest,  not  upon  arguments  of  a 
philosophic  nature,  but  upon  the  state  of  facts  in  a 
given  country  at  a  given  time.  If  there  is  exchange, 
if  things  are  bought  and  sold,  then  all  that  is  pro- 
duced is  not  consumed  in  the  same  time  that  it  took 
to  produce.  If  there  is  no  exchange,  then  it  is  con- 
ceivably and  ideally  possible  that  there  may  be  no 
excess  of  supply ;  but  time,  as  a  philosophic  idea,  is 
at  the  basis  of  the  argument,  and  there  may  be  a 
time  of  excess,  and  there  may  equally  be  a  time  of 
deficiency,  but  that  exchange  almost  always  pro- 
duces a  time  of  excess,  which  may  be  for  some  time 
kept  under  by  invention  or  some  extra  means  for  the 
employment  of  capital. 

The  tendency  of  exchange,  a  cause  perpetually 
operating,  is  in  one  way,  and  it  is  only  now  and 
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again  that  other  causes — such,  for  instance,  as  the 
starting  of  railways — are  enabled  to  predominate, 
and  prevent  an  excess  of  supply  by  turning  circu- 
lating capital  into  fixed  capital,  as  fast,  and  at  the 
same  rate,  as  circulating  capital  is  produced. 

The  general  assumption  of  idealism  is,  that  all 
capital  is  of  necessity  employed  reproductively, 
which  is  really  a  fallacy,  or  unemployed  capital,  as 
an  idea,  could  not  exist. 

2.  Of  the  limit  to  the  creation  of  capital. — At  first 
sight  it  would  seem  that  there  is  no  limit  to  the 
amount  of  the  capital  that  may  be  created,  but 
a  few  moments'  consideration  will  show  that  the 
amount  created  must  be  limited,  and  it  will  further 
lead  to  the  conclusion  that  although  at  times  it  may 
be  created  in  excess  of  its  capability  of  employment, 
yet  such  excess  cannot  last  very  long,  and  it  will  be 
absorbed  either  in  reduction  of  the  rate  of  interest, 
that  is,  in  stopping  the  further  production  of  capital, 
or  in  productive  or  reproductive  consumption. 

The  latter  forms  of  employment  are  the  best,  for 
reduction  of  interest  is  a  reduction  of  the  stimulus 
to  trade. 

The  profits  in  all  businesses  tend  to  reduction  in 
consequence  of  the  competition,  and  that  tendency 
limits  the  production  of  capital ;  but  a  counter- 
vailing influence  is  always  at  work,  more  particularly 
in  this  country  of  speculative  companies,  to  absorb 
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the  excess  of  capital  in  new  fields  of  enterprise.  It 
is  a  great  benefit  to  England  its  possessing  so  many 
and  such  prosperous  colonies,  for  they  are  ever 
ready  to  absorb  increasing  supplies  of  capital,  and 
the  return  to  this  country  of  successful  colonists  is 
not  so  very  detrimental  to  the  colonies  themselves 
as  may  at  first  sight  be  supposed,  for  these  returned 
colonists,  finding  the  home  rate  of  interest  too  low  to 
please  them,  afford  assistance  from  their  knowledge 
to  those  who  are  anxious  to  start  new  enterprises 
abroad,  and  the  injury  really  results  in  benefitting 
the  colonies  themselves. 

The  amount  of  capital  may  be  said- to  be  limited 
by  the  effective  demand  for  productive  and  repro- 
ductive consumption,  though  it  is  the  case  that  it 
very  often  exceeds  both,  but  when  it  does  so  the 
state  of  plethora  brings  its  own  cure  in  the  stagnation 
of  trade  resulting  therefrom,  production  is  carried 
on  either  at  a  loss  or  at  the  very  smallest  perceptible 
profit,  just  so  much  as  will  keep  production  going 
until  the  excess  is  absorbed.  It  is,  however,  at  this 
excess  that  many  of  the  bubble  companies  may  be 
said  to  be  aimed,  and  aimed  in  many  cases  most 
successfully. 

This  plethora  of  capital  is  very  injurious  to  the 
working  classes,  for  it  becomes  the  object  of 
producers  to  get  rid  of  as  many  hands  as  they 
possibly  can,  so  as  to  get  more  profit  from  cheaper 
production,  and  no  state  of  society  can  be  better 
studied  as  a  refutation  of  the  eternity  or  ideal 
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arguments  of  economists  concerning  capital  employ- 
ing labour,  than  these  periodic  fits  of  plethora  of 
capital,  for  they  should,  if  those  arguments  were 
true,  go  simply  to  benefit  the  labourer  which  they 
most  certainly  do  not. 

Take,  for  instance,  the  recent  period,  or  7  or  10, 
through  which  this  country  has  been  passing  when 
there  has  been  an  acknowledged  plethora  of  capital, 
and  no  sane  person  would  attempt  to  assert  that 
that  supply  of  capital  has  been  the  unmitigated 
boon  which  some  persons  would  make  it  out  to  be. 
The  demand  for  productive  and  reproductive  con- 
sumption fell  far  short  of  the  supply  of  commodities 
and  capital,  and  the  result  has  been  that  manufac- 
turers have  been  glad  if  they  could  only  just  hold 
their  heads  above  water,  and  not  be  compelled  to 
close  their  mills  altogether,  in  the  same  way  that 
farmers  have  been  compelled  to  give  up  farming. 

3.  Of  the  altered  circumstances  of  the  production  of 
capital. —The  production  of  capital  in  these  days  of 
rapid  communication  has  to  some  extent  altered 
from  the  more  primitive  production  of  it,  and 
whereas  among  our  ancestors  inequality  between 
the  amount  produced  and  the  amount  paid  by  con- 
sumers was  alone  relied  on  as  the  producing  cause 
of  capital,  now  producers  have  to  rely  not  merely 
on  this  inequality,  but  on  the  more  rapid  production 
of  it. 

That  is  to  say,  that  whereas  in  the  slow  times  of 


CAPITAL.  147 


200  years  ago,  a  man  turned  over  his  capital  once 
or  twice  in  a  year,  now  reliance  is  placed  more  upon 
the  rapidity  of  turn  over;  and  men  like  Stuart, 
the  New  York  millionaire,  are  content  with  10  per 
cent,  if  they  can  only  get  it  quick  enough,  say  six 
times  in  a  year. 

Another  circumstance  also  which  requires  to  be 
noticed  is,  that  the  quantity  of  goods  bought  and 
sold  to  get  a  profit  becomes  much  more  vast,  and 
enormous  sums  of  capital  have  to  be  invested  if  any 
profit  is  to  be  made  by  its  use.  It  is  to  this  exten- 
sion of  the  amount  of  capital  utilized  that  the 
modern  joint  stock  companies  are  owing.  The 
capital  embarked  becomes  so  great  that  men  do 
not  like  to  venture  single-handed  into  a  concern 
which  may  bring  ruin  on  their  families  from  very 
slight  causes,  and  they  are  not  so  ready  to  embark 
the  great  masses  of  capital  alone  and  with  unlimited 
responsibility. 

The  tendency  of  the  former  alteration  in  the 
production  of  capital  is  undoubtedly  unfavourable 
to  the  working  population,  more  strain  is  put  upon 
them  in  production,  and  the  capitalists  find  it  more 
difficult  still  to  make  a  profit,  and  consequently  are 
always  looking  out  for  opportunities  of  getting  rid 
of  as  many  hands  as  they  can  possibly  do  without. 
There  is,  however,  no  evil  which  is  not  mitigated  in 
some  way,  and  cheaper  goods  to  a  certain  extent 
benefit  the  poor,  though  naturally  not  so  much  as 
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they  do  the  rich,  for  they  are  less  able  to  take 
advantage  of  the  cheapness. 

This  increasing  rapidity  in  the  turn  over  of  the 
capital  invested  in  trade  has  been  productive  of 
middle  men,  who  form,  as  it  were,  a  sort  of  channel 
through  which  the  goods  pass  on  their  way  from  the 
producer  to  the  consumer.  Warehousemen  spring 
up,  who  buy  from  producers  wholesale  and  more 
readily  than  the  public,  and  so  enable  the  manufac- 
turer to  keep  going  perhaps  during  the  fall  of  the 
ultimate  market. 

It  is  not  to  be  supposed  that  the  warehousemen 
lose  by  their  transactions,  so  that  what  the  pro- 
ducers gain  in  time  they  lose  in  quantity — that  is  to 
say,  although  their  returns  come  to  them  quicker, 
yet  they  are  compelled  to  get  a  smaller  profit  upon 
each  return  as  a  compensation  for  the  uncertainty 
to  which  the  warehouseman  becomes  exposed  by  the 
fluctuations  in  the  retail  market  consequent  upon 
fashion  and  new  productions. 

It  is  of  great  importance  to  the  country  at  large, 
and  to  producers  and  labourers  in  particular,  that 
there  should  be  some  certainty  in  the  employ- 
ment of  labour  and  capital,  and  in  cases  where  the 
tendency  to  over-production  and  change  of  fashion  is 
great,  there  is  a  corresponding  tendency  to  periodic 
fits  of  over-exertion  and  idleness,  times  when  there 
is  a  great  alternation  between  the  production  and 
consumption  of  capital  ;  and  these  alternating 
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seasons,  although  good  in  moderation,  yet  may 
possibly  become  killing  to  trade  by  their  intensity, 
the  power  of  recovery  being  lost.  Moreover,  this 
fluctuation  is  productive  of  a  gambling  tendency, 
and  a  desire  to  get  up  corners  in  a  market  of  a 
particular  sort,  causing  trade  exchanges  to  resemble 
stock  exchanges,  and  doing  really  a  great  deal  more 
harm  than  good. 

4.  Fallacies  respecting  taxation. — The  perusal  of  the 
section  of  Mr.  J.  S.  Mill's  "  Political  Economy," 
headed  as  above,  has  suggested  some  thoughts 
upon  his  remarks,  which  may  be  worth  perusal. 

The  question  Mill  seems  to  be  discussing  is,  Does 
an  income  tax  levied  on  the  upper  and  middle 
classes  of  society  ultimately  fall  on  the  lower  ? 

Every  tax  regarded  as  something  withdrawn  from 
a  man's  power  of  consumption  or  spending  may  be 
divided  into  two  portions.  It  takes  away  a  portion 
of  a  man's  savings  and  also  a  portion  of  his  spendings. 
If  AB  has  an  income  of  £100  per  annum  and  he 
would  spend  on  an  average  £90  and  save  £10,  and 
he  is  taxed  say  £10,  then,  we  think,  he  would 
probably  spend  £85  and  save  £5,  at  any  rate  let 
us  so  regard  it  for  the  moment. 

To  the  extent  of  his  reduced  productive  consump- 
tion,— I  use  the  word  productive  in  order  to 
distinguish  between  that  which  is  immediately 
consumed  and  that  which  is  only  mediately  con- 
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sumed,  i.e.t  capital,— the  producers  are  directly 
injured.  He  will  consume  £5  worth  less  of  commo- 
dities per  annum,  reducing  his  expenditure  to  £85, 
therefore  £5  worth  less  need  be  produced,  so  that 
both  rich  and  poor  are  equally  injured. 

To  the  extent  of  his  reduced  reproductive  con- 
sumption he  is  injured  directly,  but  the  injury  to 
the  poor  may  or  may  not  take  place.  If  the  £5  he 
would  have  saved  would  have  been  employed  in 
reducing  the  labour  employed  in  the  production  of  any 
existing  commodity  there  cannot  be  any  injury  to 
the  poor  in  reducing  the  amount  which  would  have 
been  spent  in  decreasing  their  wages.  So  far  they 
may  be  said  to  be  benefited.  But  if  it  would  have 
been  employed  in  producing  something  fresh,  they 
are  injured  by  its  abstraction,  so  that  the  question 
of  benefit  or  injury,  and  who  gets  most  of  it,  becomes 
a  very  complicated  question. 

As  regards  the  productively  consumed  £5,  the  poor 
are  directly  injured.  As  regards  the  other,  or  repro- 
ductive consumption,  a  benefit  has  been  conferred 
in  the  most  usual  case  by  prevention  of  injury,  but 
the  benefit  is  not  so  great  as  the  injury,  for  the 
labour  which  the  productive  consumption  would 
Kivc  was  greater  than  that  which  the  reproductive 
consumption  would  abstract,  but  the  reproductive 
consumption  might  have  been  productive  of  in- 
creased labour  greater  than  that  abstracted  by  the 
productively  consumed  £5,  so  that  the  sum  might 
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come  to  the  addition  of  two  injuries.  So  that  the 
ultimate  probability  is  that  the  poor  are  injured  a 
trifle  more  than  the  rich,  the  injury  to  the  latter 
being  direct,  that  is  to  say,  they  get  less  to  consume, 
while  the  ordinary  consumer  is  injured  indirectly, 
i.e.,  in  the  amount  of  his  savings. 

But  another  view  must  be  looked  at.  What  does 
the  Government  do  with  the  money  ?  Surely  employ 
labour,  so  that  they  are  merely  compelling  a  given 
of  spending  on  the  rich.  They  turn  the 
consumption  into  other  channels  and  so  increase 
it.  Therefore  the  ultimate  result  is  that  the  poor 
do  not  suffer  at  all,  for  what  in  the  first  case  is  taken 
from  them  is  in  the  second  given  back  to  them,  and 
the  rich  alone  are  injured  in  being  forced  to  restrict 
their  consumption. 

All  the  Government  do  when  they  contract  a  loan 
is  to  divert  production.  To  take  away  consumption 
from  the  rich  and  give  it  to  the  poor,  and  this  is 
one  of  the  reasons  why  popular  government  will 
generally  end  in  bankruptcy.  The  poor  like  taxes. 
They  applaud  the  man  who  spends  his  country's 
money,  and  it  will  always  be  found  that  the  man  who 
spends  most  public  money  is  the  most  popular. 

It  is  the  one  great  danger  of  all  European  States : 
popular  government  must  be  their  ruin  financially, 
for  the  minister  seeks  applause,  and  those  get  most 
applause  who  spend  the  most. 

If  taxes  could  be  laid  out  in  compelling  the  rich 
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to  labour  in  producing  the  things  which  it  is  the 
object  of  taxes  to  buy,  or  loans  to  purchase,  some 
considerable  benefits  might  accrue  to  the  State  by 
forcing  the  poor  to  see  how  injurious  is  the  doctrine 
of  public  plunder  when  they  do  not  get  any  of  the 
result.  The  average  elector's  only  idea  is  what  shall 
I  get ;  very  seldom  what  is  best  for  my  country  and 
myself  by  my  country.  His  fellow-man  presents 
himself  as  a  good  mark  for  robbery.  Look,  for 
instance,  at  France  now,  how  the  workmen  are  try- 
ing to  force  the  Government  to  provide  labour  for 
them,  which  is  merely  asking  for  money  under  a 
thin  disguise,  and  what  must  be  the  ultimate  result  ? 
National  bankruptcy  is  all  I  can  foresee.  Loans  are 
contracted  by  countries  to  pay  for  commodities,  and 
it  cannot  be  too  much  or  too  fully  impressed  upon 
the  people  that  the  commodities  which  the  loans 
pay  for  are  merely  commodities  and  power  of 
spending  abstracted  from  the  rich.  You  cannot 
abstract  commodities  from  those  who  possess 
nothing,  and  your  power  of  abstraction  is  limited 
entirely  by  the  commodities  possessed  by  the  people  ; 
consequently,  the  commodities  paid  for  by  a  loan 
are  merely  commodities  taken  from  those  who 
previously  had  them.  Money,  unfortunately,  con- 
fuses the  process  and  prevents  people  from  seeing 
the  truth.  Hut  the  abstraction  is  none  the  less 
abstraction  because  money  is  the  mask  to  the 
pistol  of  government. 


CAPITAL.  153 


5.  Of  the  capital  of  the  country. — We  have  seen  how 
capital  is  produced  by  the  individual,  and  it  seems 
that,  therefore,  inasmuch  as  our  particulars  and 
generalities  agree,  some  means  should  be  at  hand  by 
which  we  can  judge  the  value  and  extent  of  the 
capital  of  the  country. 

Capital  when  employed  becomes  fixed. 

In  the  primitive  case  supposed  man  hoards  up  a 
greater  than  will  supply  his  necessary  con- 
sumption for  a  given  time.  He  fixed  on  a  certain 
quantity,  and  he  calls  that  his  effective  demand. 
This  quantity  exchange  settles  for  us,  and  that 
which  remains  over  and  above  the  effective  demand 
we  call  capital.  It  is  evident  that  this  excess  may 
be  utilized  in  employing  labour  upon  something  else, 
and  that  something  else  will  take  a  more  fixed  and 
permanent  form,  because  it  will  not  be  productively 
consumed. 

The  general  state  of  the  civilization  being  similar 
to  that  of  the  primitive  state,  although  not  of  course 
the  same,  the  amount  of  excess  which  remains 
over  at  the  end  of  a  year's  exchanges  will  be  the 
capital  of  the  country  with  which  it  may  employ 
reproductive  labour. 

The  productions  of  some  reproductive  labour  are 
naturally  more  fixed,  that  is,  are  not  so  quickly 
consumed  as  some  others,  and  upon  the  fixity  of 
the  form  will  to  a  certain  extent  depend  the  amount 
of  the  capital  of  the  country  at  any  one  time  ;  but  it 
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will  be  noted  that  the  more  fixed  capital  becomes 
the  less  labour  must  be  employed  about  it.  A 
reservoir  of  water  will  last  for  generations  without 
any  great  quantity  of  labour  being  employed  upon 
it,  whereas  a  railway  by  its  nature  gets  perpetually 
worn  out  and  replaced. 

According,  then,  as  you  regard  the  country  as  a 
land  or  a  people,  so  will  your  ideas  be  of  the  benefit 
or  injury  conferred  by  the  fixity  of  form  which  the 
investment  of  capital  takes.  Fixity  of  the  form  of 
investment  of  capital  is  an  injury ;  it  is  a  benefit 
so  far  as  leaving  time,  to  create  fresh  capital,  is 
concerned. 

All  these  forms  of  investment  are  the  capital  of 
the  country.  They  are  the  result  of  previously 
accumulated  excesses  of  supply.  The  country  forms 
a  sort  of  reservoir  into  which  the  excess  of  every 
year  is  being  poured  through  a  medium  of  labour. 

The  expansion  of  this  reservoir  is  therefore  of  the 
very  highest  importance  to  the  country,  but  at  the 
same  time,  as  in  most  cases,  that  expansive  power 
is  limited,  and  great  difficulty  is  experienced  in 
consequence  of  finding  new  modes  for  the  employ- 
ment of  capital  which  are  not  illusory  and  are 
capable  of  still  yielding  a  continued  return  for  the 
outlay.  To  this  want  of  expansion  may  in  a  great 
measure  be  traced  the  recuperative  powers  of  a 
country  after  any  calamity.  The  destruction  of  the 
reservoir  which  the  excess  leads  to  is  reconstruction 
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upon  a  larger  footing.  The  tramway  which  served 
very  well  before  is  turned  into  a  railway,  and  in 
many  other  ways  business  starts  on  a  larger  footing, 
and,  as  a  consequence,  larger  capital  is  caused  by 
greater  inequality  in  exchange.  The  buying  power 
of  any  commodity  is  raised  in  respect  of  any  other 
commodity  by  the  restriction  of  the  former,  and 
therefore  the  effective  demand  represented  by  the 
latter  rises. 

The  question  then  of  whether  the  production  of 
capital  is  excessive  or  not  depends  upon  the  extent 
of  the  capability  of  its  reproductive  employment, 
and  that  depends  almost  entirely  upon  our  finding 
new  methods  of  creating  an  effective  demand.  If 
a  new  railway,  road,  or  canal,  or  a  mine  is  opened, 
there  is  capital  reproductively  employed  in  opening 
it,  but  whether  or  no  a  benefit  has  been  conferred 
or  the  capital  has  been  wasted  depends  upon  the 
effective  demand  for  coals.  If  people  cease  to 
burn  coals  then  the  capital  is  wasted,  so  that  the 
reproductive  employment  of  capital  is  always  a 
speculation,  though  the  speculative  character  of 
its  employment  depends  upon  the  newness  of  the 
product,  the  more  entirely  new  the  form  of 
expenditure  the  greater  speculation  it  becomes. 
When  the  Darlington  railway  was  opened  it  was 
doubtful  whether  the  money  spent  upon  it  was  not 
(so  far  as  a  return  was  looked  for)  thrown  away. 
But  the  building  of  a  new  railway  now  can 
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generally  be  estimated  as  a  remunerative  invest- 
ment for  capital  or  not  pretty  accurately,  though 
the  amount  of  the  remuneration  will  vary  con- 
siderably, in  consequent  of  other  things  than 
density  of  population. 
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EXCHANGE. 


PRELIMINARY  REMARKS. 

IN  the  preceding  portion  of  this  work  I  have  stated 
that  wealth  is  an  abstract  general  idea,  that  is  to  say, 
it  is  an  idea  obtained  by  grasping  the  manifold  of 
the  intuition  value  in  the  unity  of  apprehension ; 
wealth.  Or  in  plain  language,  wealth  means  a  con- 
glomeration (or  the  idea  representative  of  that 
conglomeration)  of  valuables  or  desirable  objects. 

Value,  which  is  probably  the  most  extraordinary 
word  in  language,  may  also  be  used  as  an  abstract 
general  idea,  but  it  is  more  commonly  used  in  a 
concrete  or  particular  sense,  and  it  is  to  the  way  in 
which  it  is  used,  which  I  have  called  its  mode,  that 
we  must  look  for  enlightenment  in  most  of  the  pro- 
positions of  economy,  concerning  exchange. 

The  common  modes  in  which  the  word  value  are 
used  are  four  in  number. 

The  first  and  simplest  of  which  is  that  made  use 
of  in  the  following  expression : — "  I  value  my  dead 
child's  doll  so  highly  that  I  would  not  part  with  it 
for  anything." 
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Here  the  word  value  is  used  to  express  an  abstrac- 
tion, namely,  the  amount  of  an  immeasurable  idea 
existing  in  a  person's  mind.  This  is  the  simplest 
conceivable  mode  of  using  the  word. 

This  mode  of  using  the  word  value  is  the  ideal 
mode,  and  I  have,  in  the  first  edition  of  this  book, 
termed  it  the  egoistic  mode,  because  there  are 
necessary  to  the  idea  value  here  expressed  only  one 
mind  and  only  one  object,  or  a  set  of  objects 
regarded  together.  The  idea  is  abstract  and  ideal 
because  it  arises  in  one  mind  about  one  object. 

The  second  mode  of  value,  namely,  the  real  mode 
is  that  shown  by  the  following  sentence  : — 

"  What  a  valuable  ring ;  why  it  must  be  worth 
£300!" 

Here  is  an  instance  of  the  use  of  the  word  value  to 
express  a  concrete  object,  namely,  £200.  This  mode 
of  value  is  commonly  called  value  in  exchange,  and 
I  have  called  it  real  because  an  object,  something 
tangible,  is  brought  forward  to  prove  the  existence  of 
that  which  in  the  preceding  case  was  only  an  idea, 
and,  therefore,  for  all  the  practical  purposes  of  life, 
non-existent.  The  proof  of  the  idea  lies  in  the  £200, 
or  the  things  which  the  £200  would  buy.  The  idea 
value  is  incorporated  in  and  represented  by  some 
tangible  object. 

In  the  first  edition  I  called  this  the  altruistic  mode 
of  value,  because  in  order  to  conceive  the  idea  it  is 
necessary  to  suppose  two  minds  looking  at  one  object. 
The  £"200  is  the  value  ;  is  that  which  represents  the 
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desire  of  some  one  else,  an  alter  ego  to  possess  the 
ring  in  question.  There  are  two  persons  mentally 
conceived  and  necessary  to  the  existence  of  the  idea 
£200.  The  value  £200  is  not  the  value  of  the  owner 
of  the  ring,  not  the  idea  conceived  in  his  mind  as  the 
amount  of  his  desire  for  the  ring,  for  he  might  refuse 
to  part  with  the  ring  for  £400  because  it  was  a 
family  relic,  or  a  hundred  other  reasons,  but  is  the  sup- 
posed amount  which  some  alter  ego  would  be  willing 
to  give  up  in  order  to  possess  the  ring  in  question. 

The  third  mode  of  value  is  the  transcendentally 
ideal  mode,  and  is  instanced  by  a  question  much 
discussed  by  Mill,  Fawcett,  and  Ricardo.  Is  a  rise  or 
fall  in  values  conceivable  ?  Now  the  answer  to  this 
question  is  that  an  abstract  general  rise  or  fall  in 
values  or  prices  is  not  conceivable,  or  at  any  rate  is 
not  conceivable  save  over  lengthened  periods  of  time. 

Now  the  ordinary  reader  will  wonder  what  this 
question  and  answer  mean,  and  the  simple  explana- 
tion, or  rather  the  meaning,  is,  that  life  is  not  really 
made  easier  or  more  difficult  by  any  supposed 
increase  in  wealth,  that  the  outward  circumstances, 
the  difficulties  of  living,  do  not  lessen  with  our 
progress,  or  to  put  it  in  the  way  that  Herbert  Spencer 
would  like  to  put  it  inasmuch  as  life  is  represented  by 
an  adaptation  of  organism  to  environment  so  as 
social  life  gets  easier  by  the  accumulation  of  inches, 
the  difficulties  of  obtaining  a  living  increase  and  the 
ultimate  outcome  is  nil. 

The  difficulties  of  living  are  represented  by  the  sum 
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of  the  values  of  the  things  necessary  to  life,  and  when 
we  look  at  those  values  from  the  transcendentally 
ideal  view  it  will  be  found  that  when  the  value  of  one 
thing  falls  the  value  of  another  must  rise,  because  one 
is  bought  with  the  other.  Cheap  bread  is  merely  a 
figurative  expression  for  dear  meat.  When  people 
quote  a  list  of  things,  the  price  of  which  has  fallen, 
in  order  to  show  that  the  conditions  of  life  are  easier, 
or  that  the  poor  are  benefited,  they  are  merely 
deluding  their  readers  or  hearers  by  placing  a  real 
fact  before  them  in  order  to  prove  a  transcendentally 
ideal  state  of  things  which  is  inconceivable.  It 
somewhat  resembles  the  mental  attitude  of  a  witness 
who  when  asked,  did  AB  commit  a  crime  ?  should 
answer  yes,  and  then  asked  for  his  reason  why  he 
said  so,  should  answer,  well  the  crime  was  committed 
and  AB  was  present. 

If  you  want  to  prove  a  transcendentally  ideal  fact 
you  must  bring  forward  transcendentally  ideal  views 
to  confirm  it. 

This  transcendentally  ideal  view  arises  from  our 
trying  to  conceive  two  things  together  and  at  the 
same  time  keeping  them  distinct  in  our  minds.  That 
is  to  say,  for  instance,  considering  the  value  of  sacks 
of  coal  as  represented  by  wheat,  for  a  full  considera- 
tion of  which  see  Book  III.,  chapter  i.,  of  Professor 
Fawcett's  "  Manual  of  Economy."  This  is  what  I  call 
the  ego  altruistic  mode  of  value.  It  is  unnecessary 
for  me  at  present  to  enlarge  on  this,  which  is  really 
the  ultimate  outcome  of  all  economical  questions. 
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It  is  the  view  up  to  which  all  the  prior  views  are 
intended  to  lead,  and  I  regret  to  record  my  opinion, 
as  coincident  with  Fawcett  and  Ricardo,  that  an 
abstract  general  rise  or  fall  in  values  is  inconceivable, 
and  that,  therefore,  Free  Trade  is  not  proved  by  the 
grounds  or  arguments  usually  given  to  support  it, 
though  it  may  possibly  be  true  in  itself,  because  cheap 
bread  means  making  other  commodities  dear.  Let  it 
be  understood  that  I  consider  the  arguments  in  favour 
of  Free  Trade  as  arguments  which  do  not  prove  that 
which  they  are  intended  to  justify.  The  abolition  of 
Protection  may  or  any  not  be  a  good  thing,  the  argu- 
ment pro  and  con  are  entirely  different  things.  That 
in  a  word,  taxes  do  not  increase  or  decrease  cost  of 
production,  they  only  alter  the  value  of  things  when 
exchanged,  to  which  it  will  no  doubt  be  replied  that 
by  altering  values  you  may  cheapen  that  which  is 
mostly  consumed  by  the  poor  and  so  throw  the  rise  in 
price  on  the  rich.  Now  this  leads  me  up  to  another 
question  of  great  importance  in  economy,  and  that  is 
the  categories  of  exchange.  Is  it  possible  to  make  the 
necessities  of  life  exchange  for  those  things  which 
are  only  luxuries  ?  Is  the  price  of  butchers'  meat 
affected  by  the  price  of  diamonds,  or  does  butchers' 
meat  exchange  for  wheat  alone  and  is  the  fall  in  the 
price  of  one  the  only  thing  which  will  affect  the 
price  of  the  other.  Can  a  man  make  a  fortune,  as 
a  bull  on  the  exchange  by  buying  those  stocks  for 
which  the  falling  stocks  exchange  ?  Has  exchange 
any  fixed  categories  ;  if  so,  what  are  they  ? 
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Now  a  very  good  instance  of  a  category  of  exchange 
is  that  category  called  trust  securities.  A  short 
time  since  Mr.  Childers,  the  then  Chancellor  of  the 
Exchequer,  threatened  to  reduce  the  interest  on  the 
Three  per  Cents  a  trust  security,  the  result  was  the 
price  of  Three  per  Cents  fell  rapidly,  and  the  price 
of  other  trust  securities,  such  as  railway  debentures, 
rose  rapidly,  a  fortune  might  easily  have  been 
made  by  buying  railway  debentures  the  instant 
Mr.  Childers  mooted  the  reduction  of  interest  on  the 
Three  per  Cents.  I  merely  mention  this  here  to 
show  what  a  transcendentally  ideal  view  is.  The 
point  of  most  value  for  discussion  in  economy  is  this  : 
is  there  an  ideal  binding  together  of  commodities 
in  exchange  such  as  really  exists,  for  instance,  with 
trust  securities  ? 

But  there  is  yet  another  mode  of  value,  and  that  is, 
what  is  commonly  called  intrinsic  value,  as  an 
instance  of  which  I  may  say,  "that  the  intrinsic  and 
extrinsic  values  of  a  sovereign  are  equal."  The 
extrinsic  value  of  a  sovereign  is  a  pound,  a  pound  is 
merely  a  name  given  to  a  measure  like  yards,  feet, 
and  inches,  but  a  sovereign  differs  from  a  pound  in 
having  a  fixed  intrinsic  value,  a  value  which  remains 
constant  whether  the  coin  remains  in  the  shape  of  a 
sovereign  or  is  melted  into  a  shapeless  lump.  I  wish  to 
impress  my  reader  with  a  knowledge  of  the  difference 
between  the  meaning  of  a  pound  and  a  sovereign, 
so  that  they  may  see  what  is  the  difference  between' 
extrinsic  and  intrinsic  value.  You  can  talk  of  a 
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pound  of  silver,  the  intrinsic  value  of  which  is,  say, 
155,  but  to  talk  of  a  silver  sovereign  would  be  to  talk 
nonsense,  because  the  word  implies  intrinsic  value. 
If  a  pound  of  silver  had  the  same  intrinsic  value  as 
a  sovereign,  then  you  could  talk  of  a  sovereign  of 
silver  just  as  you  talk  of  a  pound  of  silver. 

Intrinsic  value  is  an  objective  altruistic  mode  of 
value.  It  means  the  value  of  one  form  of  matter 
regarded  in  its  adaptability  to  another  form  of  matter. 
It  is  the  value  of  sovereigns  as  watch  cases,  of 
furniture,  as  wood  and  cloth,  or  leather,  and  so  on. 
It  is  as  much  as  to  say  I  am  considering  not  that 
which  is,  but  the  possibility  of  making  it  otherwise, 
not  the  value  of  a  thing  in  itself  but  the  value  of  a 
thing  otherwise.  This  last  mode  of  value  is  of  very 
slight  importance  in  economy  and  may  be  dismissed 
for  all  practical  purposes  of  discussion,  everybody 
knows  when  they  are  talking  of  intrinsic  value  or 
not,  the  adjective  being  commonly  added,  but  what 
people  do  not  understand  are  the  modes  of  using  the 
word  value. 

I  have  been  compelled,  somewhat  against  my  will, 
to  introduce  this  preliminary  exposition,  because  I 
am  going  to  divide  the  consideration  of  the  subject 
of  this  book  into  two  chapters  which  two  chapters 
will  contain  sections  dealing  with  exchange  problems 
solely  from  the  view  at  the  head  of  the  chapter,  and 
therefore,  I  trust  I  shall  be  able  to  present  not  one 
view  of  exchange  but  all  the  views  in  their  order,  and 
the  Free  Trade  and  Protectionist  party  will  be  able  to 
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see  why  it  is  they  differ,  and  how  it  is  that  the  one 
is  indissolubly  bound  up  in  the  other. 

Hitherto  I  have  spoken  of  the  word  value  when 
used  in  the  real  and  ideal  senses,  I  now  come  to  the 
word  exchange,  and  I  wish  to  say  a  few  words  as  to 
the  real  and  the  ideal  views  of  exchange. 

The  consideration  of  value  is  one  thing,  the 
consideration  of  exchange  from  a  philosophical 
point  of  view  is  another  somewhat  different  thing. 

Now  my  reader  may  or  may  not  have  coincided 
with  me  when  I  told  him  that  the  value  attached  to 
a  dead  child's  doll,  for  instance,  was  an  ideal  value. 
So  far,  however,  I  think  most  people  will  agree  there 
is  nothing  tangible  about  it.  It  is  an  idea  only. 

Now  the  next  point  is,  why  is  it  ideal,  and  what  is 
the  difference  between  the  real  and  the  ideal  ?  This 
question  again  I  have  been  at  some  pains  to  answer. 
See  the  first  edition  of  this  work,  Book  I.,  chapter  ii., 
and  for  a  full  explanation  of  the  difference  I  must 
refer  my  reader  to  that  chapter.  Suffice  it  to  say, 
that  in  my  opinion  the  real  differs  from  the  ideal 
solely  in  the  way  we  look  at  it.  Things  looked  at 
egoistically  are  Ideal,  things  looked  at  altruistically 
are  Real. 

The  value  of  the  dead  child's  doll  is  an  ideal  value, 
because  one  mind,  and  one  mind  alone,  formulates 
the  idea  value.  Unity  is  the  basis  of  ideality,  and 
severance  is  the  basis  of  reality.  The  value  attached 
to  the  gold  ring  above  mentioned,  and  which  was 
stated  to  be  £"200,  was  a  real  value,  because  the 
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person  who  valued  had  present  to  his  mind  con- 
ceived the  existence  of  another  person  who  would  give 
that  for  it.  A  valuer  is  a  man  who  estimates  other 
people's  minds,  and  it  is  because  he  does  so  that  he 
is  compelled  to  express  the  idea  he  forms,  by  some 
measure  as  money,  or  by  some  object  as  in  a  case  of 
barter.  That  which  is  altruistically  regarded  is, 
therefore,  objective. 

It  is  very  important  for  the  reader  to  bear  this  in 
mind,  because  the  two  chapters  on  exchange  will 
contain  entirely  contradictory  propositions,  which 
contradiction  arises  from  the  way  of  looking  at  each 
proposition  from  the  mode  of  view. 

The  real  and  the  ideal  are  the  obverse  and  reverse 
sides  of  Political  Economy,  arid  it  is  not  until  you 
know  why  and  when  a  proposition  is  real  or  ideal 
that  you  will  be  able  to  understand  and  to  distin- 
guish which  is  which,  and  having  distinguished 
which  is  which,  you  can  then,  of  course,  choose 
whichever  you  prefer;  my  object  is  not  to  give  a 
preference,  but  to  show  the  arguments  from  which 
the  reader  may  choose  his. 

Unity  is  the  basis  of  ideality. 

Now  apply  this  to  a  case  where  A  purchases  a  hat 
of  B  for  a  sovereign. 

In  the  case  supposed  there  are  two  persons,  A  and 
B,  and  there  are  two  objects,  hat  and  sovereign,  how 
can  they  be  considered  together  ?  There  is  only  one 
way  of  doing  it,  and  that  is  by  considering  B's  idea 
of  A's  sovereign  in  terms  of  A's  idea  of  B's  hat,  and 

12 


166  POLITICAL  ECONOMY. 

when  you  do  consider  this,  I  think  you  will  agree 
with  me,  that  the  values — the  ideas — formed  respec- 
tively by  A  and  B  are  equals. 

A  thinks  he  would  rather  have  B's  hat  than  his 
own  sovereign,  and  B  thinks  he  would  rather  have 
A's  sovereign  than  his  own  hat,  so  that  the  value 
each  puts  upon  the  other's  goods  are  about  as  near 
equal  as  it  is  possible  to  conceive  them.  From  this 
point  of  view  from  an  ideal  point  of  view  exchange  is 
caused  by  an  equality  of  values. 

But  this  is  not  the  only  possible  view  of  the  trans- 
action in  question,  there  are  others  in  the  world 
besides  A  and  B,  and  it  is  these  other  people  whom  B 
has  present  to  his  mind  when  he  takes  A's  sovereign 
in  exchange  for  his  hat — B  is  presumably  a  manufac- 
turer of  hats. 

In  the  first  place  A,  as  a  purchaser,  merely  con- 
siders himself,  no  one  else.  People  buy  hats  for  their 
own  use,  not  for  any  one  else  ;  and  it  is  only  themselves 
they  consider  when  they  buy  (I  omit  all  question  of 
fashion,  &c.  for  the  moment) ;  and  inasmuch  as  A 
merely  considers  himself,  we  will  dismiss  any  con- 
sideration of  him.  But  B,  as  I  have  said,  is  a  manu- 
facturer, and  he  takes  A's  sovereign  because  he  thinks 
that  other  people  than  A  would  value  the  sovereign 
more  highly  than  the  hat.  The  majority  of  people 
would  prefer  the  sovereign  to  the  hat. 

Let  my  reader  particularly  notice  that  I  say  the 
majority  because  it  is  a  point  of  great  importance  as 
will  be  seen  later  on. 
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Now  why  do  I  say,  or  rather  why  does  B  say,  that 
the  majority  of  people  would  prefer  the  sovereign  to 
the  hat,  that  the  values  in  exchange  are  unequal 
Turn  back  to  Book  I.,  chapter  ii.,  sec.  12,  and  you 
will  be  answered.  Because  the  cost  of  production 
was  less  than  one  sovereign,  the  value  of  the  majority 
of  the  public  for  the  hat  is  proved  by  the  amount  of 
trouble  they  took  to  make  it,  and  the  amount  of 
trouble  they  took  to  make  the  hat,  is  what  is  com- 
monly called  its  cost  of  production,  the  measure  of 
the  trouble  in  creating  or  producing  an  object  can 
only  in  reality  be  measured  by  its  cost  of  production, 
and  cost  of  production  plus  profit  equals  price. 
Therefore  the  real  reason  why  the  hat  exchanges 
for  the  sovereign  is  because  the  values  are  unequal, 
and  those  values  are  cost  of  production  and  price. 
The  reason  why  A  buys  his  hat  for  a  sovereign  is 
because  there  was  a  profit  to  B  in  the  transaction. 
There  was  no  profit  to  A  because  while  he  considered 
B's  hat  was  worth  his  sovereign  other  people  came 
to  a  different  conclusion. 

Idealists  would,  of  course,  try  to  argue  that  what 
A  lost  B  gained,  that  the  profit  was  as  much  a  loss  to 
A  as  it  was  a  gain  to  B,  but  however,  true  ideally 
and  it  is  true,  it  is  really  false,  A's  loss  was  purely  an 
ideal  one.  He  made  no  tangible  loss,  there  was 
no  material  object  representing  his  loss,  whereas 
there  was  a  very  material  object  representing  B's 
gain.  Realists,  therefore  may  dismiss  A's  loss  as  not 
worth  thinking  about. 

12  * 
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Now  it  is  not  very  difficult  to  see  that  if  it  is  possible 
out  of  so  simple  a  transaction  to  evolve  two  such 
distinct  and  opposite  statements,  it  must  also  be  pos- 
sible out  of  the  complicated  problems  brought  forward 
for  discussion  in  Political  Economy  to  evolve  two 
opposite  and  different  systems  and  courses  of  action. 
Both  arguments  may  be  true,  both  may  be  good  from 
a  casuists  point  of  view,  and  both  may  be  taking 
when  well  explained,  but  upon  the  power  of  explana- 
tion, upon  the  capacity  as  a  writer  or  speaker,  will 
the  results  produced  upon  the  public  be  dependent, 
and  not  upon  a  true  consideration  of  the  subject. 

Before  plunging  into  the  consideration  of  static 
wealth,  if  I  may  be  allowed  to  use  such  a  term,  from 
the  point  of  view  of  exchange,  I  wish  to  point  out 
that  in  considering  any  problems  on  the  subject  it 
must  be  borne  in  mind  that  all  things  are  procured 
by  exchange.  Perhaps  it  would  be  simpler  to  say  that 
things  procured  otherwise  than  by  exchange  arc 
outside  the  question  of  exchange.  I  make  a  great 
point  of  this  because  the  statement  all  things  are  pro- 
cured by  exchange  is  a  syllogistic  basis  of  argument, 
as,  for  instance,  all  commodities  are  procured  by 
exchange ;  inequality  in  value  is  necessary  to  exchange, 
therefore,  inequality  in  wealth  is  concomitant  with 
exchange,  or  to  put  it  plainer,  inequality  in  the 
value  of  the  goods  exchanged  is  essential  to  their 
exchange,  but  the  goods  are  possessed  by  the  persons 
who  exchange  them,  and  their  value  is  the  measure  of 
their  owner's  wealth ;  consequently,  the  exchangers 
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are  unequally  wealthy;  but  all  goods  are  got  by 
exchange;  therefore  all  people  who  get  goods  by 
exchange  must  be  unequally  wealthy;  riches  and 
poverty  are,  therefore,  concomitant  with  exchange. 
11  The  poor  ye  have  always  with  you." 

Now  as  I  do  not  set  myself  up  as  being  a  writer  of 
any  great  power,  I  shall  have  no  hesitation  in  borrow- 
ing passages  from  other  writers  to  illustrate  my 
meaning  and  ideas.  The  writings  of  men  like  Mill, 
Fawcett,  and  Ricardo,  in  illustration  of  any  given 
proposition,  would  undoubtedly  be  preferred  to  any 
paragraph  I  might  put  together,  and  it  is  for  that 
reason  that  I  adopt  them  and  incorporate  them  into 
my  book.  My  purpose  will  thereby  be  answered, 
and  it  can  be  no  injury  to  any  writer  to  quote  his 
writing  in  support  of  his  own  opinions.  Should, 
however,  any  critic  or  writer  find  fault  with  the 
position  in  which  I  may  happen  to  place  my  quota- 
tions it  will  be  for  him  to  show  that  my  reasons  for 
so  placing  the  quotations  were  wrong,  and  I  shall  be 
most  happy,  if  good  reasons  are  shown  for  altering 
the  position,  to  carry  into  effect  in  future  editions  the 
results  and  experience  obtained  in  this. 

My  reader  will  pardon  me,  I  hope,  if  I  again  refer 
to  my  object  in  writing  which  is  not  to  elucidate 
Political  Economy,  but  to  explain  my  philosophical 
views,  to  explain  that  wherein  the  Ideal  consists  and 
also  that  in  which  the  Real  consists,  or  to  explain,  by 
illustration,  the  Modes  of  Value. 
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CHAPTER   I. 

THE  IDEAL 

I.  To  every  exchange  equality  of  values  is  necessary. — 
After  what  I  have  said  concerning  other  writers,  and 
particularly  with  reference  to  their  writings,  I  will 
make  no  further  apologies  for  copying  their  writings 
in  support  of  this  proposition.  The  leading  living 
idealist  in  Economy,  Professor  Bonamy  Price,  has 
given  as  his  illustration  of  this  proposition  that 
which  I  placed  in  the  preliminary  section,  namely, 
that  a  sovereign  is  of  equal  value  to  B  that  B's  hat 
is  to  A.  This  is  a  particular  illustration  ;  but  I  will 
now  give  a  general  statement  culled  from  Mr.  Mill's 
writings,  which  will  illustrate  the  same  idea,  namely, 
equality  of  value  in  exchange  (see  Book  III., 
chapter  xiv.,  sec.  2) : — 

"When  these  writers  (Malthus,  Chalmers,  and 
Sismondi)  speak  of  the  supply  of  commodities  as 
outrunning  the  demand,  it  is  not  clear  which  of  the 
two  elements  of  demand  they  have  in  view — the 
desire  to  possess  or  the  means  of  purchase :  whether 
their  meaning  is  that  there  are  in  such  cases  more 
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consumable  products  in  existence  than  the  public 
desires  to  consume,  or  merely  more  than  it  is  able 
to  pay  for.  In  this  uncertainty  it  is  necessary  to 
examine  both  suppositions. 

First,  let  us  suppose  that  the  quantity  of  com- 
modities produced  is  not  greater  than  the  com- 
munity would  be  glad  to  consume.  Is  it  in  that 
case  possible  that  there  should  be  a  deficiency 
of  demand  for  all  commodities  for  want  of  means 
of  payment  ?  Those  who  think  so  cannot  have 
considered  what  it  is  that  constitutes  the  means 
of  payment  for  commodities.  It  is  simply  com- 
modities. Each  person's  means  of  paying  for  the 
productions  of  others  consists  of  those  which  he 
himself  possesses.  All  sellers  are  inevitably,  and, 
by  the  meaning  of  the  word,  buyers.  Could  we 
suddenly  double  the  productive  powers  of  the 
country  we  should  double  the  supply  of  commodities 
in  every  market,  but  we  should,  by  the  same  stroke, 
double  the  purchasing  power.  Everybody  would 
bring  a  double  demand  as  well  as  supply.  Every- 
body would  be  able  to  buy  twice  as  much  because 
every  one  would  have  twice  as  much  to  offer  in 
exchange.  It  is  probable,  indeed,  that  there  would 
now  be  a  superfluity  of  certain  things.  Although 
the  community  would  willingly  double  its  aggregate 
consumption,  it  may  already  have  as  much  as  it 
desires  of  some  commodities,  and  it  may  prefer  to 
more  than  double  its  consumption  of  others,  or 
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to  exercise  its  increased  purchasing  power  on  some 
new  thing.  If  so,  the  supply  will  adapt  itself 
accordingly,  and  the  value  of  things  will  continue  to 
conform  to  their  cost  of  production.  At  any  rate, 
it  is  sheer  absurdity  that  all  things  should  fall  in 
value,  and  that  all  producers  should,  in  consequence, 
be  insufficiently  remunerated.  If  value  remains  the 
same,  what  becomes  of  price  is  immaterial,  since  the 
remuneration  of  producers  does  not  depend  on  how 
much  money,  but  how  much  of  consumable  articles 
they  obtain  for  their  goods.  Besides,  money  is  a 
commodity,  and  if  all  commodities  are  supposed  to 
be  doubled  in  quantity,  we  must  suppose  money  to 
be  doubled  too,  and  then  prices  would  no  more  fall 
than  values  would." 

Sec.  3.  "A  general  over  supply  or  excess  of  all 
commodities  above  the  demand,  so  far  as  demand 
consists  in  means  of  payment,  is  thus  shown  to  be 
an  impossibility.  But  it  may  perhaps  be  supposed 
that  it  is  not  the  ability  to  purchase,  but  the  desire 
to  possess,  that  falls  short,  and  that  the  general 
produce  of  industry  may  be  greater  than  the  com- 
munity desires  to  consume,  the  part  at  least  of  the 
community  which  has  an  equivalent  to  give.  It  is 
evident  enough  that  produce  makes  a  market  for 
produce,  and  that  there  is  wealth  in  the  country 
with  which  to  purchase  all  the  wealth  of  the  country, 
but  those  who  have  the  means  may  not  have  the 
wants,  and  those  who  have  the  wants  may  be 
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without  the  means.  A  portion,  therefore,  of  the 
commodities  produced  may  be  unable  to  find  a 
market  from  the  absence  of  means  in  those  who 
have  the  desire  to  consume,  and  the  want  of  desire 
in  those  who  have  the  means." 

"  This  is  much  the  most  plausible  form  of  the  doc- 
trine, and  does  not,  like  that  which  we  first  examined, 
involve  a  contradiction.  There  may  easily  be  a 
greater  quantity  of  any  particular  commodity  than 
is  desired  by  those  who  have  the  ability  to  purchase, 
and  it  is  abstractedly  conceivable  that  this  might  be 
the  case  with  all  commodities.  The  error  is  in  not 
perceiving  that  though  all  who  had  an  equivalent  to 
give  might  be  fully  provided  with  every  consumable 
article  which  they  desire,  the  fact  that  they  go  on 
adding  to  production  proves  that  this  is  not  actually 
the  case.  Assume  the  most  favourable  hypothesis 
for  the  purpose,  that  of  a  limited  community,  every 
member  of  which  possesses  as  much  of  necessaries 
and  of  all  known  luxuries  as  he  desires,  and  since  it 
is  not  conceivable  that  persons  whose  wants  were 
completely  satisfied  would  labour  and  economize  to 
obtain  what  they  did  not  desire,  suppose  that  a 
foreigner  arrives  and  produces  an  additional  quantity 
of  something  of  which  there  was  already  enough. 
Here,  it  will  be  said,  is  over  production ;  true,  I 
reply,  over  production  of  that  particular  article,  the 
community  wanted  no  more  of  that,  but  it  wanted 
something.  The  old  inhabitants,  indeed,  wanted 
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nothing,  but  did  not  the  foreigner  himself  want 
something.  When  he  produced  the  superfluous 
article  was  he  labouring  without  a  motive  ?  He  has 
produced  but  the  wrong  thing  instead  of  the  right. 
He  wanted  perhaps  food  and  has  produced  watches, 
with  which,  perhaps,  everybody  was  sufficiently 
supplied.  The  new  comer  brought  with  him  into 
the  country  a  demand  for  commodities  equal  to  all 
that  he  could  produce  by  his  industry,  and  it  was 
his  business  to  see  that  the  supply  he  brought  should 
be  suitable  to  the  demand.  If  he  could  not  produce 
something  capable  of  exciting  a  new  want  or  desire 
in  the  community  for  the  satisfaction  of  which  some 
one  would  grow  more  food  and  give  it  to  him  in 
exchange,  he  had  the  alternative  of  growing  food 
for  himself,  either  on  fresh  land,  if  there  was  any 
unoccupied,  or  as  a  tenant  or  partner  or  servant  of 
some  former  occupier  willing  to  be  partially  relieved 
from  labour.  He  has  produced  a  thing  not  wanted 
instead  of  what  was  wanted,  and  he  himself  is  not 
perhaps  the  kind  of  producer  who  was  wanted; 
but  there  is  no  over  production,  production  is  not 
excessive  but  merely  ill  assorted.  We  saw  before 
that  whoever  brings  additional  commodities  to 
market  brings  an  additional  power  to  purchase. 
We  now  see  that  he  also  brings  an  additional  desire 
to  consume,  since,  if  he  had  not  that  desire,  he 
would  not  have  troubled  himself  to  produce.  Neither 
of  the  elements  of  demand  can  be  wanting  when 
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there  is  an  additional  supply,  though  it  is  perfectly 
possible  that  the  demand  may  be  for  one  thing  and 
the  supply  may  unfortunately  consist  of  another. 

Driven  to  his  last  retreat,  an  opponent  may 
perhaps  allege  that  there  are  persons  who  produce 
and  accumulate  from  mere  habit,  not  because  they 
have  any  object  in  growing  richer,  or  desire  to  add 
in  any  respect  to  their  consumption,  but  from  vis 
inertia.  They  continue  producing  because  the 
machine  is  already  mounted,  and  save  and  re-invest 
their  savings  because  they  have  nothing  on  which 
they  care  to  expend  them*  I  grant  that  this  is 
possible,  and,  in  some  few  instances,  probably 
happens;  but  these  do  not  in  the  smallest  degree 
affect  our  conclusion.  For  what  do  these  persons 
do  with  their  savings  ?  They  invest  them  produc- 
tively, that  is,  expend  them  in  employing  labour. 
In  other  words,  having  a  purchasing  power  belonging 
to  them  more  than  they  know  what  to  do  with,  they 
make  over  the  surplus  of  it  for  the  general  benefit  of 
the  labouring  class.  Now  will  that  class  also  not 
know  what  to  do  with  it.  Are  we  to  suppose  that 
they  too  have  their  wants  perfectly  satisfied  and  go 
on  labouring  from  mere  habit.  Until  this  is  the 
case,  until  the  working  classes  have  also  reached  the 
point  of  satiety,  there  will  be  no  want  of  demand 
for  the  produce  of  capital,  however  rapidly  it  may 
accumulate,  since,  if  there  is  nothing  else  for  it  to 
do,  it  can  always  find  employment  in  producing  the 
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necessaries  or  luxuries  of  the  labouring  class.  And 
when  they  had  no  further  desires  for  necessaries  or 
luxuries,  they  would  take  the  benefit  of  any  further 
increase  of  wages  by  diminishing  their  work,  so  that 
the  over  production,  which  would  then,  for  the  first 
time,  be  possible  in  idea,  could  not  even  then  take 
place  in  fact,  for  want  of  labourers.  Thus,  in  what- 
ever manner  the  question  is  looked  at,  even  though 
we  go  to  the  extreme  verge  of  possibility  to  invent  a 
supposition  favourable  to  it,  the  theory  of  general 
over  production  implies  an  absurdity." 

This  is  the  best  statement  of  the  ideal  view  of 
exchange  which  I  have  found  anywhere,  and  I  will 
now  proceed  to  explain  its  ideality. 

Mill  here  divides  the  element  of  demand  into 
two — desire  to  possess  and  means  of  purchase.  His 
first  case  then  proceeds.  Suppose  sufficient  desire  to 
possess,  then,  as  commodities  pay  for  commodities, 
to  suppose  commodities  to  pay  with,  to  fall  short 
is  absurd ;  given  sufficient  desire  to  possess,  things 
will  exchange  for  other  things,  and  therefore  there 
cannot  be  more  things  than  will  exchange.  Now 
this  is  an  ideal  view  because  you  assume  that 
which  makes  the  proposition  true.  Things  exchange 
for  other  things  because  of  the  desire  of  the  owner 
of  each  for  the  thing  possessed  by  the  other;  and, 
granted  that  desire  to  exist  in  sufficient  quantity, 
things  will  exchange.  If  there  is  sufficient  desire, 
not  unless,  therefore,  of  course,  double  the  quantity 
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of  things  will  be  double  the  power  of  purchase. 
Given  that  a  horse  will  move  if  you  hit  him  sufficiently 
with  a  stick ;  then  the  horse  must  move,  it  having 
been  assumed  that  the  stick-hitting  was  sufficient. 
Commodities  exchange  for  commodities,  if  the  one 
is  sufficiently  commodious.  Assume  the  latter,  and 
commodities  exchange. 

Now  if  we  are  to  assume  sufficient  desire  to 
possess  to  make  goods  exchange,  the  argument 
must  equally  hold  good  if  we  omit  desire  to  possess 
altogether.  Now  let  us  do  this,  and  reduce  the 
argument  to  this :  goods  exchange  for  goods,  and 
therefore  there  can  be  no  excess  of  supply  of  goods. 
Is  it,  I  ask,  inconceivable  that  there  can  be  an  un- 
equal number  of  goods  ?  Suppose  a  table  exchanges 
for  two  chairs,  and  the  production  of  goods  is  one 
table,  two  chairs,  and  a  sofa,  what  is  the  sofa  ? 
Mill  tells  us  it  is  ill-assorted  production.  So  far  I 
agree,  but  is  it  not  clear  from  what  I  have  said  that 
there  must  be  an  equality  of  some  sort  in  exchange  ; 
here,  in  my  case  supposed,  it  is  equality  in  quantity, 
the  sofa  the  unequal  production,  the  ill-assorted 
production  cannot  exchange  because  there  is  nothing 
for  it  to  exchange  against. 

As  I  above  mentioned,  if  you  omit  desire  to  possess, 
or  value,  then  an  equality,  either  in  number  or 
quantity,  is  necessary  to  exchange.  The  purchaser 
and  the  seller  are  two  persons,  and  if  one  possesses 
two  things  and  the  other  one,  then  the  one  who  has 
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two  things  has  a  thing  that  won't  exchange — ergo, 
equality  is  concomitant  with  exchange. 

Now  let  us  turn  to  the  second  half  of  Mr.  Mill's 
argument,  and  see  if  the  equality  necessary  to 
exchange  may  be  considered  as  equality  of  desire. 
The  second  point,  then,  is  that  though  all  who  have 
an  equivalent  to  give  might  be  fully  provided,  the 
fact  that  they  go  on  adding  to  production  proves 
that  they  are  not  fully  provided  with  the  necessary 
equivalent  to  buy  with.  Now  mark  the  use  of  the 
word  "  equivalent,"  i.e.,  equal  value.  Mr.  Mill  says, 
and  says  truly,  that  we  go  on  working  till  we 
have  got  an  equivalent,  and  when  we  have  the 
equivalent,  when  the  values  are  equal,  we  stop; 
why,  because  we  can  then  get  what  we  want  by 
exchange.  Exchange,  then,  is  an  exchange  of 
equivalent  values  or  services,  but,  if  continued,  produc- 
tion is  caused  by  a  lack  of  the  equivalent  which 
is  necessary  to  exchange,  then  something  which  we 
desire  to  buy  but  have  not  the  means  of  buying,  must 
be  in  existence,  it  is  clear  that,  so  long  as  production 
continues,  there  is  an  excess  of  supply. 

The  fact  is,  Mill's  statement  proves  the  very  thing 
he  set  out  to  disprove,  provided  only  that  you  look  at 
the  thing  altruistically,  which  is  done  by  introducing 
the  word  equivalent.  There  is  a  quantity  desired 
to  be  bought,  an  excess  of  supply,  but  the  equivalent 
to  buy  it  with  is  not  forthcoming,  and  hence  pro- 
duction continues.  Therefore,  it  stands  to  reason, 
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there  must  be  excess  of  supply,  or  that,  until  values 
are  equal,  there  can  be  no  exchange,  and  continued 
production  proves  that  there  is  a  valuable  which  will 
not  or  does  not  exchange,  that  there  is  therefore 
what  is  called  an  excess  of  supply. 

Again,  look  at  what  Mr.  Mill  tries  to  do,  which  is 
this :  he  tries  to  show  that  there  can  be  no  excess 
of  supply  by  arguments  dealing  with  exchange,  when 
the  whole  grievance  is  not  the  mere  excess  of  supply, 
but  the  fact  that  it  won't  exchange,  that  you  can't 
buy  with  it.  His  arguments  in  fact  show,  as  I  trust 
I  have  proved  to  my  reader,  that  equal  values  are 
necessary  to  exchange,  and  that,  from  the  ideal 
view,  because  there  are  equal  values  in  exchange, 
there  can  be  no  excess  of  supply  in  exchange,  but 
that  this  is  a  very  different  thing  from  excess  of 
supply  considered  as  excess  of  production  which 
cannot  be  exchanged.  I  trust  the  reader  understands 
this  because  it  is  the  basis  of  all  my  succeeding 
arguments. 

2.  Of  the  proof  of  effective  demand.  —  Political 
Economy  is  a  science  which  deals  with  the  facts  of 
life,  and  it  is  solely  from  facts  that  inferences  are  to 
be  drawn.  Now,  in  order  to  have  a  basis  for  any 
consideration  of  the  facts  of  life  from  a  commercial 
point  of  view,  we  must  dismiss  from  our  minds  all 
consideration  of  those  things  which  are  desired  but 
which  are  not  effectively  desired,  that  is  to  say,  are 
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not  bought  and  sold.  Moreover,  we  are  considering 
the  exchange  of  commodities,  and  therefore  the 
question  proposed  is  the  proof  given  by  an  exchange 
of  commodities  of  the  desire  which  exists  in  the 
minds  of  the  parties  exchanging  to  consume  the 
goods  when  the  exchange  has  taken  place. 

From  an  ideal  point  of  view,  then,  the  proof  of 
effective  demand  is  the  fact  of  exchange. 

If  A  buys  his  hat  for  a  pound,  then  a  pound 
measures  the  desire  of  A  for  the  hat,  and  also  the 
desire  of  B  for  those  things  which  he  can  buy  with 
the  sovereign. 

Mill,  at  Book  III.,  chapter  ii.,sec.  3,  writes:— "The 
supply  of  a  commodity  is  an  intelligible  expression  : 
it  means  the  quantity  offered  for  sale  ;  the  quantity 
that  is  to  be  had  at  a  given  time  and  place  by  those 
who  wish  to  purchase  it.  But  what  is  meant  by  the 
demand  ?  Not  the  mere  desire  for  the  commodity. 
A  beggar  may  desire  a  diamond,  but  his  desire, 
however  great,  will  have  no  influence  on  the  price. 
Writers  have  therefore  given  a  more  limited  sense 
to  demand,  and  have  defined  it  the  wish  to  possess 
combined  with  the  power  of  purchasing.  To  distin- 
guish demand  in  this  technical  sense  from  the 
demand  which  is  synonymous  with  desire,  they  call 
the  former  the  effectual  demand." 

Effective  or  effectual  demand,  then,  is  proved  by 
price  ;  demand  is  effective  when  the  price  is  sufficient 
to  give  it  effect. 
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Now,  it  is  very  important  to  bear  in  mind  this 
proposition  because  of  the  inferences  which  you  are 
enabled  to  draw  from  it,  and  some  of  those  inferences 
I  will  proceed  to  consider  in  the  succeeding  sections ; 
but  meanwhile  I  must  ask  my  reader's  patience  while 
I  go  over  the  matter  again  from  a  philosophical  point 
of  view. 

I  have  said,  then,  that  to  consider  exchange 
ideally,  we  must  look  at  the  value  each  person  has 
for  the  things  possessed  by  the  other  party.  Now, 
in  the  case  supposed,  the  sovereign  itself  is  nothing 
to  the  hatter  save  what  he  can  get  for  it.  He  sells 
by  the  sovereign,  but  it  is  the  things  he  gets  with 
the  sovereign  which  have  a  value  to  him ;  and  I 
have  shown,  I  think,  that  the  general  opinion  as  to 
the  values  in  exchange,  taking  Mill  as  representing 
general  opinion,  is  equal.  The  proof  of  value,  then, 
is  the  exchange.  Equal  values  are  the  cause  of 
exchange,  and  the  exchange  is  the  proof  the  things 
being  valuable.  No  one  takes  the  trouble  to  barter 
or  buy  things  which  are  of  no  value. 

Buying  and  selling,  then,  are  proofs  of  value,  and 
nothing,  so  far  as  Political  Economy  is  concerned, 
has  a  value  which  is  not  bought  and  sold. 

Of  course  it  must  not  be  assumed  that  things  are 
not  valuable  because  they  are  not  being  exchanged, 
but  merely  that  no  proof  of  value  is  given.  A 
picture,  for  instance,  may  be  worth  £10,000,  but  so 
long  as  it  is  not  sold,  no  one  is  entitled  to  say  that  it 
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is  valuable ;  if  a  persons  hould  say  so,  his  statement 
may  be  characterized  as  valueless,  there  being  no 
proof  of  its  truth. 

Now  if  the  proof  of  effective  demand  lies  in  the 
act  of  exchanging,  it  is  clear  that  we  shall  have  some 
difficulty  to  prove  the  amount  of  effective  demand 
or  the  value,  that  is  to  say,  in  measuring  the  value, 
which  may  or  may  not  exist,  for  any  goods  sold.  Pins 
and  needles  may  exchange  for  one  another,  and 
diamonds  and  rubies  may  exchange  for  one  another ; 
but  no  one  has  any  right  to  say  that  diamonds  are 
more  valuable  than  pins.  All  that  can  be  predicated 
is,  that  both  are  demanded  because  both  exchanged  ; 
but  it  is  impossible  to  say  diamonds  are  more 
demanded  than  pins  because  there  was  no  difference 
in  the  rapidity  of  exchange.  Exchange  proves 
demand,  but  not  its  amount ;  it  proves  value,  but 
not  its  amount ;  and,  consequently,  I  am  led  to  the 
conclusion  that  the  clock  is  the  only  measure  of  value. 
If  the  proof  of  demand  lies  in  an  act  performed  by 
two  persons,  then  the  best  measure  of  demand  must 
surely  lie  in  the  length  of  time  the  act  took. 

A  Turk  or  an  Indian  will  be  all  day  over  a  bargain, 
with  coffee  and  cigars,  when  a  merchant  from  Man- 
chester would  conclude  the  matter  in  five  minutes, 
ergo,  the  goods  bought  and  sold  in  Turkey  and  India 
are  less  valuable  than  those  sold  in  Manchester. 

With  this  apparently  true  conclusion  I  must  leave 
the  reader  to  carry  farther  in  his  mind  any  casuis- 
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tical  ideas  which  then  are  suggested,  would  call  up 
concerning  an  ideal  measure  of  value,  it  would  be 
an  interesting  and  philosophical  problem  of  much 
attraction  but  no  value,  and  as  I  am  unfortunately 
writing  on  facts,  I  leave  the  subject,  with,  however, 
one  remark  in  conclusion,  which  is,  that  eternity  is  an 
a  priori  of  ideal  thought ;  consequently,  to  get  a 
measure  of  ideal  value  you  must  get  something 
to  measure  eternity.  Is  it  possible  to  get  such  a 
measure  ? 

It  is  curious  to  see  how  the  ideal  works  round  to 
the  real  and  vice  versa.  Time  is,  I  think,  the  only 
measure  of  ideal  value  ;  but  is  it  not  really  true  as 
well  that  time  is  used  as  a  measure  of  value.  How 
many  workmen  are  paid  by  time,  have  their  labour 
so  valued,  so  much  an  hour  for  work  instead  of  so 
much  a-piece.  If,  then,  the  reader  will  think  a 
moment  over  this,  he  will  see  in  it  an  illustration  of 
the  idea  which  forms  the  basis  of  this  book.  Unity 
is  the  basis  of  the  ideal,  therefore  payment  by  time, 
valuation  by  time,  only  occurs  in  production,  never 
in  exchange.  Production  is  the  name  given  to  the 
results  of  a  combination  of  the  labour  of  several 
persons  in  one  object.  Exchange  is  the  result  of  a 
combination  of  two  objects  and  two  persons.  Pro- 
duction, therefore,  must  be  treated  ideally,  and  hence 
payment  by  time. 

3.  All  our  wants  are  satisfied. — It  follows  from  what 

13  * 


i84  POLITICAL  ECONOMY. 

I  have  said,  all  our  wants  are  satisfied.  Political 
Economy  can  only  deal  with  those  wants  to  which 
expression  has  been  given  on  proof  of  their  satisfac- 
tion, and  therefore  it  follows,  or  rather  it  is  the  same 
thing ;  in  other  words,  that  all  our  wants,  from  an 
economical  point  of  view,  are  satisfied. 

This  is  a  proposition  which  may  strike  many 
readers  as  ridiculous,  but  if  you  will  only  consider 
for  a  moment,  you  cannot  fail  to  see  that  it  is  true. 
If  you  write  on  a  subject — riches — and  deal  with 
things  as  you  find  them,  it  must  stand  to  reason 
that  things  which  are  not  proved  to  exist,  such,  for 
instance,  as  unsatisfied  wants  or  poverty,  are  out  of 
the  discussion.  The  question  is  not  merely  what  is, 
but  what  is  capable  of  proof?  As  Mill  puts  it,  "  All 
know  that  it  is  one  thing  to  be  rich,  and  another 
thing  to  be  enlightened,  brave,  or  humane."  The 
question  is  riches  or  satisfactions,  and  the  obtaining 
of  those  satisfactions,  and  therefore  satisfactions  not 
obtained  are  outside  the  subject.  Of  course  this 
may  seem  a  very  hard,  egotistical,  and  contracted 
view  to  take.  Professor  Fawcett  writes  as  follows  : — 

"  Although  it  is  not  advisable  in  this  place  to 
attempt  a  precise  definition  of  Political  Economy, 
yet  it  is  necessary  to  give  a  general  idea  of  the  class 
of  phenomena  (mark  those  words)  which  this  science 
investigates.  It  is  all  the  more  important  to  do  this 
because  the  vagueness  of  popular  conception  has 
generated  a  vast  amount  of  prejudice  towards  Poli- 
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tical  Economy.  Hard-hearted  and  selfish  are  the 
stereotyped  epithets  applied  to  the  science.  Ill- 
defined  antipathy  is  sure  not  to  rest  long  suspended 
upon  a  mere  abstract  idea;  it  seeks  some  concrete 
object,  and  therefore  the  epithets  applied  to  the 
science  are  speedily  transferred  to  those  who  study 
it,  and  a  political  economist  exists  vaguely  in  the 
haze  of  popular  ignorance  as  a  hard-hearted,  selfish 
being,  who  wishes  to  see  every  one  rich,  but  who 
has  no  sympathy  with  those  higher  qualities  which 
ennoble  the  character  of  man." 

Professor  Fawcett  then  proceeds  to  demolish 
these  foolish  ideas  concerning  economy  with  much 
greater  success  than  I  could,  so  I  will  leave  the 
subject,  and  refer  those  who  wish  to  consider 
economists  as  not  being  hard-hearted  and  selfish 
to  the  writings  of  the  Professor  in  order  that  they 
may  learn'how  lacking  in  egoism  are  idealists. 

Perhaps  the  most  curious  part  of  this  proposition 
is  that  Mill,  while  he  admits  effective  demand  to  be 
the  only  subject  with  which  Political  Economy  deals, 
should  yet  regard  effective  demand  as  unsupposable. 
He  writes  at  Book  III.,  chapter  xiv.,  sec.  3  ,"  Thus  in 
whatever  manner  the  question  (excess  of  supply)  is 
looked  at,  though  we  go  to  the  extreme  verge  of 
possibility  to  invent  a  supposition  favourable  to  it, 
the  theory  of  general  overproduction  implies  an 
absurdity ; "  and  what  is  this  supposition  which  goes 
to  the  extreme  verge  of  possibility  ?  Further  back 
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in  the  same  section  he  writes,  "  Assume  the  most 
favourable  hypothesis  for  the  purpose,  that  of  a 
limited  community,  every  member  of  which  pos- 
sesses as  much  of  necessaries  and  of  all  known 
luxuries  as  he  desires,  and  since  it  is  not  conceivable 
that  persons  whose  wants  were  completely  satisfied 
would  labour  and  economize  to  obtain  that  which 
they  did  not  desire.  Suppose  a  foreigner  arrives,  and 
produces  an  additional  quantity  of  something  of 
which  there  was  already  enough,  here  it  will  be  said 
is  overproduction,"  &c.,  and  then  Mr.  Mill  goes  on 
to  say  this  is  ill-assorted  production,  with  which  we 
have  nothing  to  do  just  now.  All  we  wish  to  call 
attention  to  is  the  curiosity  of  Mill's  reasoning,  when 
he  talks  about  going  to  the  verge  of  possibility. 

The  facts  are  admitted  by  economists  to  be  just 
exactly  what  Mill  supposes  them  hardly  possible  to 
be,  namely,  a  community,  with  an  absolutely  satisfied 
demand,  and  so  far  from  this  being  a  favourable 
hypothesis,  it  is  the  only  hypothesis  which  econo- 
mists propose  to  deal.  The  fact  is,  that  every 
community  possesses  as  much  of  necessaries  and  of 
all  known  luxuries  as  it  desires,  that  is,  of  course, 
effectively  desires ;  it  may  desire  more,  but  its  desire 
for  more  is  ineffective,  and  therefore  is  not  desire  so 
far  as  Political  Economy  is  concerned. 

4.  We  are  all  equally  rich  or  poor. — Here  is  another 
deduction  so  simple  and  obvious,  yet  so  apparently 
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erroneous.  If  all  our  wants  are  satisfied,  and  riches 
and  poverty  depend  upon  the  satisfaction  of  those 
wants,  then  it  follows  that  we  must  all  be  equally 
rich.  It  does  not,  of  course,  follow  that  we  all  want 
the  same  things,  or  an  equal  number  of  things,  but 
as  all  that  each  person  wants  he  has  it  is  clear  the 
millenium  has  arrived. 

Perhaps  I  shall  be  considered  to  be  straining  the 
meaning  of  words  when  I  urge  this  proposition,  but 
I  really  hardly  think  so.  Is  it  unfair  to  say  that 
persons  whose  wants  are  all  satisfied  are  equally 
rich  ?  What  higher  conception  of  riches  is  possible 
than  the  satisfaction  of  all  our  wants  ?  And  if  this 
time  has  arrived  then  we  have  attained  the  summit 
of  riches,  but  other  people  also  have  attained  the 
summit  of  wealth,  and  therefore,  I  say,  those 
people  are  equally  rich  with  the  ones  formerly 
mentioned. 

This  is  the  purely  ideal,  that  is  to  say,  that  we  are 
considering  the  matter  solely  from  each  person's 
view  of  himself,  egoistically  selfishly.  It  is  possible 
to  conceive  wealth  as  the  possession  of  things  satis- . 
factory  to  self  because  satisfactory  to  others,  but  then 
that  view  is  a  real  one  and  out  of  place  here. 

Now  my  reader  will,  I  hope,  have  seen  by  what 
I  said  concerning  Mill  on  excess  of  supply  that  to 
the  full  consideration  of  the  ideal  view  two  views 
are  subservient ;  there  are  in  exchange  two  sorts  of 
equality — equality  of  quantity  and  equality  of  idea. 
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Similarly  here  there  are  two  ways  of  looking  at  the 
matter.  I  have  considered  equality  of  idea,  now  we 
come  to  equality  of  quantity. 

Are  we  all  equally  rich  and  poor,  in  the  quantity 
of  goods  as  divorced  from  their  quality  or  power 
of  satisfying  our  wants  ?  The  answer  is,  No.  No 
idealist  or  man  in  his  senses  would  presume  to  argue 
that  we  all  possess  an  equal  quantity  of  those 
material  objects  called  commodities.  An  equality 
in  the  quantity  of  commodities  each  possesses  is 
known  not  to  exist.  To  endeavour,  then,  to  argue 
that  each  person  is  equally  rich  with  every  other 
person  in  the  quantity  of  objects  he  possesses  may 
then  be  dismissed  as  absurd. 

But  we  are  left  to  infer  that  equality  of  quantity  is 
necessary  to  exchange  by  reason  of  the  following 
words  of  Mr.  Mill : — "  First  let  us  suppose  that  the 
quantity  of  commodities  produced  is  not  greater 
than  the  community  would  be  glad  to  consume,  is  it 
in  that  case  conceivable  that  there  should  be  a  defi- 
ciency of  demand  for  all  commodities  ?  Those  who 
think  so  cannot  have  considered  what  it  is  which 
constitutes  the  means  of  payment  for  commodities. 
Each  person's  means  of  paying  for  the  productions 
of  other  people  consists  of  those  which  he  himself 
possesses.  All  sellers  are  inevitably,  and  by  the 
meaning  of  the  word,  buyers.  Could  we  suddenly 
double  the  productive  powers  of  the  country  we 
should  double  the  supply  of  commodities  in  every 
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market,  but  we  should  by  the  same  stroke  double 
the  purchasing  power." 

Mr.  Mill  here  tells  us  that  we  are  to  suppose  that 
the  quantity  of  commodities  is  not  greater  than  the 
desire  to  consume,  and  then  he  says  double  the 
productive  powers  and  we  double  the  power  of 
purchase.  Now  what  does  this  mean  if  not  that 
equality  of  quantity  is  concomitant  with  exchange  ? 

If,  then,  equality  of  quantity  is  concomitant  with 
exchange  and  we  do  not  possess  an  equal  quantity 
of  goods  then  exchange  cannot  take  place,  or,  in  a 
word,  exchange  is  impossible  between  those  who  are 
not  equally  rich  or  poor  in  quantity  of  goods. 

But  it  will  be  replied,  so  far  as  each  particular 
article  is  considered,  rich  and  poor  can  exchange, 
and  that  the  surplus  of  the  rich  can  be  exchanged 
with  other  rich  people,  and  this  is  no  doubt  true. 
But  is  it  impossible  to  suppose  an  unequal  quantity 
of  goods  or  an  unequal  quantity  of  rich  people  ?  If, 
then,  we  can  suppose  such  an  idea  without  being 
irrational  or  absurd,  it  follows  that  although,  from  a 
purely  ideal  view,  we  are  equally  rich  or  poor,  yet 
from  an  impurely  ideal  view,  we  are  not  necessarily 
equally  rich  or  poor. 

But  I  would  ask  those  who  pin  their  colours  to  an 
impurely  ideal  view  is  it  the  case  that  riches  lie  in 
quantity  and  that  equal  quantities  only  exchange  ? 
If  a  watch  be  worth  £20,  is  there  an  equal  quantity 
with  £ 20  worth  of  coal  ?  Mind  I  say  quantity, 
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don't  let  the  mind  stray  away  to  the  purely  ideal 
view  and  say  that  there  are  equal  satisfactions  in 
£20  worth  of  coal  and  a  watch. 

I  think  no  one  would  pretend  to  uphold  such  a 
view,  though  they  may  use  it  as  a  basis  of  argument, 
and  so  we  may  dismiss  the  consideration  that  we  are 
all  equally  rich  and  poor  in  quantity  of  commodities 
as  one  which  is  useless  to  consider,  save  possibly 
as  proving  the  statement  that  all  sellers  are  not 
ex  vi  termini  buyers,  or  that  he  who  sells  does  not 
necessarily  give  equal  quantity  with  him  who  buys. 

But  we  are  told  by  Mill  that  twice  the  quantity  of 
commodities  is  twice  the  purchasing  power,  and  we 
have  seen  that  exchange  is  the  proof  of  demand,  or 
desire,  or  purchasing  power;  consequently,  it  follows 
that  no  more  demand  exists  than  is  satisfied,  and 
therefore  all  people  are  equally,  or  at  all  events, 
entirely  satisfied. 

5.  It  is  impossible  to  become  rich  by  exchange. — Now 
let  us  take  the  double  view  of  wealth,  and  see  if  this 
proposition  is  untrue. 

It  has  been  said  that  commodities  exchange  for 
commodities  because  the  satisfactions  contained  in 
or  represented  by  one  set  of  commodities  are  equal 
to  the  satisfactions  contained  in  or  represented  by 
the  other  set  of  commodities. 

If,  then,  the  satisfactions  are  equal,  and  the  satis- 
factions are  wealth  or  riches,  wherein  is  it  possible 
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for  anyone  to  become  rich  by  bartering  the  com- 
modities he  possesses  for  the  commodities  some  one 
else  possesses.  The  satisfactions  are  equal,  and  the 
satisfactions  are  wealth,  and  therefore  the  persons 
who  barter  must  be  equally  wealthy;  but  is  it  possible 
for  them  to  increase  their  wealth  merely  by  an  altera- 
tion of  its  form.  If  what  I  have  is  worth  £20,  and 
by  spending  it  I  get  -£20,  how  can  I  possibly  gain  or 
lose  by  spending,  by  exchanging  ?  If,  then,  exchange 
is  no  benefit,  if  no  profit  results  from  exchange,  how 
do  people  become  rich  or  poor  ?  The  answer  is 
simple :  by  production,  by  labour,  by  continuing  to 
produce  commodities.  Riches,  then,  are  only  obtain- 
able by  production,  and  merchants  and  bankers  can- 
not grow  rich  save  by  straining  the  word  production 
in  such  a  way  as  to  make  it  include  the  operation 
called  exchange.  If  you  can  consider  a  man  who 
buys  and  sells  or  facilitates  buying  and  selling  as  a 
producer,  then  you  can  say  that,  as  he  is  a  producer, 
he  can  get  rich,  but  not  by  means  of  exchange.  So 
far,  then,  it  is  obvious  that  a  man  cannot  get  rich  by 
exchange. 

But  it  has  been  said  that  riches  mean  quantity  of 
material  objects,  and  that  the  quantity  of  material 
objects  in  exchange  are  equal.  Then  the  same 
reasoning  as  above  must  apply.  If  equal  quantities 
exchange  for  equal  quantities,  then  I  cannot  get  a 
greater  quantity  than  I  give  by  exchange,  and  there- 
fore I  cannot  get  richer  by  exchange. 
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As  I  before  referred  to  bankers  and  merchants 
regarded  as  producers,  I  should  so  regard  them  qua 
quantity,  but  that  seems  hardly  necessary  ;  bankers, 
then,  it  is  assuming,  get  rich  by  moving  quantity  of 
goods.  They  facilitate  the  transfer  of  goods,  and  so 
may  be  regarded  as  producers  of  them. 

6.  Excess  of  supply  is  an  impossible  idea. — It  will  be 
unnecessary  for  me  to  quote  again  at  length  Mill's 
argument  in  favour  of  this  proposition :  my  readers 
must  by  now  be  sufficiently  impregnated  with  the 
idea.  It  will  suffice,  then,  if  I  mention  again  that 
Mill  tells  us  that  first  that  commodities  purchase 
commodities,  and  twice  the  quantity  of  commodities 
is  twice  the  purchasing  power,  therefore  purchasing 
power  qua  commodities  cannot  fall  short ;  and, 
secondly,  the  fact  that  we  add  to  production  proves 
that  we  have  not  sufficient  for  our  consumption,  or 
we  would  not  continue  to  produce.  Therefore,  so 
far  from  their  being  an  over-supply,  there  is  palpably 
always  an  under-supply.  Now  both  these  arguments 
of  Mill's  are  egoistic;  in  the  first  he  treats  of  com- 
modities generally,  and  in  the  second  he  treats  of 
desire  generally.  Now  if  both  the  arguments  are 
taken  together  and  treated  altruistically,  they  at 
once  fall  to  the  ground.  Ask  yourself  this  question: 
Will  the  desire  of  B,  a  purchaser,  be  doubled  if  A, 
a  vendor,  has  a  double  supply  of  the  commodity  ? 
Do  you  double  the  demand  merely  by  doubling  the 
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supply  ?  the  merest  tyro  in  Economy  will  at  once 
be  able  to  answer ;  or  does  the  fact  that  A  adds  to 
production  prove  a  desire  on  B's  part  to  consume 
the  products  of  his  labour  ?  Again,  it  is  not  difficult 
to  find  an  answer. 

Now  there  is  another  and,  I  venture  to  think, 
a  more  unanswerable  argument  against  excess  of 
supply  not  put  forward  by  Mr.  Mill. 

I  have  said  that  the  proof  of  effective  demand  is 
exchange  ;  therefore  all  those  goods  which  exchange 
are  proved  to  be  consumed;  with  goods  that  do  not 
exchange  Economy  has  no  concern.  Therefore,  qua 
Exchange,  it  is  ridiculous  and  absurd  to  suppose 
excess  of  supply.  Goods  may  be  produced  which 
won't  sell,  and  the  economist  can  only  say  the 
man  who  produced  them  did  not  understand  his 
trade,  he  produced  the  wrong  article,  something 
which  was  not  wanted,  instead  of  something  which 
was  wanted.  Production  is  ill-assorted,  and  not  in 
excess.  If  you  once  understand  the  fundamental 
principles  I  have  endeavoured  to  lay  down,  and  in 
what  the  proof  of  effective  demand  consists,  all  your 
difficulties  in  argument  fade  away  at  once.  You  can 
turn  out  arguments  on  each  side  easily,  provided 
you  stick  to  your  last ;  but  you  must  not  go  beyond 
it,  or  you  will  infallibly  get  lost. 

7.  Capital  is  the  result  of  saving. — Now  it  will,  of 
course,  be  seen  that  as  we  are  dealing  with  exchange, 
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as  we  have  dismissed  all  consideration  of  Robinson 
Crusoe  and  his  capital,  and  as  we  are  considering 
only  what  takes  place  by  means  of  buying  and  sell- 
ing, so  far  as  exchange  is  concerned,  if  all  that  is 
exchanged  is  consumed  productively,  there  can  be 
no  such  thing  as  capital.  (I  am  using  the  word 
productively  in  my  sense  as  meaning  what  has 
hitherto  been  called  unproductively ;  I  say  repro- 
ductively  when  talking  of  the  consumption  of 
capital.) 

If  exchange  takes  place,  and  our  view  is  limited 
to  what  so  takes  place,  and  if  all  that  is  exchanged 
is  proved  by  its  exchanging  to  be  directly  consumed, 
there  cannot  be  anything  left  to  be  indirectly  con- 
sumed— any  overplus.  Now  it  is  obvious  that  there 
is  capital  produced  by  exchange,  and  therefore  the 
only  way  it  can  be  so  produced  is  by  limiting  the 
productive  consumption  of  the  goods  exchanged. 
The  goods  exchanged  must  be  mentally  divided 
into  two  parts,  the  part  consumed  productively, 
and  the  part  consumed  reproductively,  and  therefore 
the  more  you  consume  productively,  the  less  you 
can  consume  reproductively;  consumption  of  the 
whole  being,  of  course,  proved  to  take  place. 

If  consumption  be  represented  by  a  line  12  inches 
long,  and  the  part  reproductively  consumed  is 
3  inches  long,  and  the  part  productively  consumed 
is  9  inches  long,  then,  as  all  is  consumed,  as  there 
is  no  excess  of  supply,  the  more  you  reduce  your 
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g  inches — your  productive  consumption — the  more 
must  your  reproductive  consumption  increase.  But 
reproductive  consumption  employs  labour ;  there- 
fore the  less  you  eat,  the  more  labourers  will  eat. 

Capital  is,  then,  the  result  of  saving. 

I  will  here  add  a  better  illustration  of  the  idea 
from  Mr.  J.  S.  Mill,  Book  I.,  chapter  v.,  sec.  4: — 

"A  second  fundamental  theorem  respecting  capital 
relates  to  the  source  from  which  it  is  derived.  It  is 
the  result  of  saving.  The  evidence  of  this  lies 
abundantly  on  what  has  been  already  said  on  the 
subject.  But  the  proposition  needs  some  further 
illustration. 

"  If  all  persons  were  to  expend  in  personal  indul- 
gences all  that  they  produce,  and  all  the  income 
that  they  receive  from  what  is  produced  by  others, 
capital  could  not  increase.  All  capital,  with  a  trifling 
exception,  is  the  result  of  saving.  I  say,  with  a  trifling 
exception,  because  a  person  who  labours  on  his  own 
account,  may  spend  on  his  own  account  all  he  pro- 
duces without  becoming  destitute,  and  the  provision 
of  necessaries  on  which  he  subsists  until  he  has 
reaped  his  harvest,  or  sold  his  commodity,  though  a 
real  capital  cannot  be  said  to  have  been  saved, 
since  it  is  all  used  for  the  supply  of  his  own  wants, 
and  perhaps  as  speedily  as  if  it  had  been  consumed 
in  idleness.  We  may  imagine  a  number  of  indi- 
viduals or  families  settled  on  as  many  separate 
pieces  of  land,  each  living  on  what  their  own  labour 


196  POLITICAL  ECONOMY. 

produces,  and  consuming  the  whole  produce.  But 
even  these  must  save  (that  is,  spare  from  their 
personal  consumption)  as  much  as  is  necessary  for 
seed.  Some  saving,  therefore,  there  must  have 
been  even  in  this  simplest  of  all  states  of  economical 
relations ;  people  must  have  produced  more  than 
they  used,  or  used  less  than  they  produced.  Still 
more  must  they  do  so  before  they  can  employ  other 
labourers  or  increase  their  production  beyond  what 
can  be  accomplished  by  the  work  of  their  own  hands. 
All  that  any  one  employs  in  supporting  and  carrying 
on  any  other  labour  than  his  own  must  have  been 
originally  brought  together  by  saving;  somebody 
must  have  produced  it,  and  forborne  to  consume  it. 
We  may  say,  therefore,  without  material  inaccuracy, 
that  all  capital,  and  especially  all  additions  to  capital, 
are  the  result  of  saving." 

It  will,  I  think,  be  unnecessary  for  me  to  quote 
further  from  Mr.  J.  S.  Mill,  and  therefore  I  will 
consider  this  fundamental  proposition  as  conclu- 
sively proven,  merely  calling  my  reader's  attention 
to  two  points  which  I  consider  worthy  of  notice. 

The  first  is  that  this  is  an  entirely  egoistic  pro- 
position, and  therefore  ideal.  It  is  true  of  the 
individual  undoubtedly,  but  it  is  only  true  of  the 
State  when  the  State  is  considered  in  the  individual 
or  egoistic  light,  that  is  to  say,  when  you  consider 
the  people  as  forming  one  indivisible  body.  The 
State  gets  capital  by  saving  just  as  the  individual. 


THE  IDEAL.  197 


Perhaps  a  word  may  elucidate  my  meaning.  The 
State  means  a  number  of  persons  considered  together, 
and  when  you  so  consider  them  then  capital  must  be 
the  result  of  saving.  It  is,  however,  possible  to  divide 
the  State  into  two  or  more  parts,  such  as  producers 
and  consumers,  and  then  it  is  not  true  that  capital 
is  saved,  but  rather  that  capital  is  the  result  of  the 
consumer  spending  more  than  the  producer.  This 
will,  however,  be  elucidated  later  on. 

Here  we  consider  ourselves  as  producing  and 
consuming  an  equal  quantity,  which  idea,  while 
apparently  negativing  the  idea  saving,  yet  permits 
it  by  an  altruistic  view  of  the  word  consume. 
That  is  to  say,  if  we  equally  consume  and  produce 
saving  is  impossible ;  but  if  by  consume  we  mean 
two  things,  then  because  saving  is  impossible,  if  we 
do  not  consume  in  one  way  we  must  in  the  other  or 
we  do  not  equally  consume  and  produce.  I  trust 
this  is  clear. 

But  there  is  another  point  of  importance  connected 
with  the  subject,  and  that  is  time.  Eternity  is,  as  I 
have  said,  an  a  priori  of  an  ideal  view  ;  consequently, 
this  being  an  ideal  view,  any  question  of  time,  pro- 
duction, and  consumption  being  successive,  is  not 
considered  at  all. 

The  consumption,  both  productive  and  reproduc- 
tive, is  simultaneous.  Of  course,  if  it  were  not  there 
would  be  excess  of  supply,  which  is  an  irrational 
and  absurd  doctrine. 

14 
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To  explain.  Suppose  a  merchant  is  making 
£  10,000  a  year,  and  he  spends  productively  in  the 
year  £7000  and  saves  £3000,  then,  as  all  capital  is 
wealth  reproductively  employed,  the  £3000  is  not 
capital  unless  spent  reproductively  in  the  year ;  if  it 
is  not  spent  it  is  excess  over  consumption  at  the  end 
of  the  year,  but  not  capital.  But,  inasmuch  as  we 
have  seen  that  there  cannot  be  excess,  then  the 
merchant  must  have  spent  it  in  the  year.  This  is 
important,  for  when  I  come  to  the  real  view  you  will 
see  that  the  great  point  about  capital  is  that  it  is 
the  excess  of  one  period  employed  reproductively 
in  another  and  successive  period,  a  fact  which  is 
abundantly  obvious,  even  from  the  writings  of  so 
pronounced  an  idealist  as  Mr.  J.  S.  Mill,  who  writes, 
at  Book  I.  chapter  iv.  sec.  i: — "What  capital  does 
for  production  is  to  afford  the  shelter,  protection, 
tools,  and  materials  which  the  work  requires,  and 
to  feed  and  otherwise  maintain  the  labourers  during 
the  process.  These  are  the  services  which  present 
labour  requires  from  past  and  from  the  produce  of  past 
labour.  Whatever  things  are  destined  for  this  use — 
destined  to  supply  productive  labour  with  these 
various  requisites — are  capital." 

Now  it  is  obvious  from  this  passage  that  there 
must  have  been  excess  of  supply  in  the  past  or  there 
could  not  possibly  have  been  a  supply  in  the  past 
from  which  to  feed  labourers  at  the  present.  But, 
inasmuch  as  excess  of  supply  is  an  irrational  and 
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absurd  doctrine,  capital  cannot  be  the  result  of  past 
labour  applied  to  present  production. 

Now  many  of  my  readers  will  think  all  this  is 
captious  criticism,  and  that  Mr.  Mill's  phrase  capital 
is  wealth  appropriated  to  reproductive  employment, 
only  requires  to  be  altered  by  adding  the  words 
"  capable  of"  wealth,  capable  of  being  appropriated, 
to  make  it  perfectly  true  and  correct.  My  answer 
is,  that  so  far  it  is  true,  I  am  a  captious  critic.  My 
object,  however,  is  not  merely  to  point  out  anyone's 
errors  or  contradictions,  but  to  show  how  to  smooth 
over  those  contradictions  in  the  hope  that  the  public 
may  arrive  at  the  truth — to  show,  in  fact,  the  sub- 
ordination of  one  view  to  another.  Mr.  Mill's 
arguments  are  perfectly  true,  but  his  contradictory 
statements  arise  from  a  change  of  view,  and  I 
want  my  reader  to  see  and  know  when  and  how  to 
change  his  view.  I  want  my  reader  not  merely  to 
know  the  truth  but  the  reasons  why  the  truth 
lies  in  one  view  and  not  in  another.  I  am 
arguing  for  consistency.  Let  us  have  a  definite 
basis  to  start  from,  and  then  we  shall  know  where 
we  are. 

Mr.  Mill,  for  instance,  puts  all  his  arguments, 
both  real  and  ideal,  on  this  head  under  the  heading 
of  production,  failing,  I  think,  to  see  that  capital  in 
countries  where  exchange  exists  must  necessarily 
come  after,  and  be  the  result  of  exchange.  A  man's 
capital  in  civilized  society  is  the  excess  over  and 
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above  his  productive  consumption  of  one  period, 
which  is  capable  of  being  applied  to  production  in  a 
successive  period ;  but  in  civilized  society  he  cannot 
say  what  this  excess  may  be  till  he  has  sold  the 
things  he  himself  produces  and  has  bought  those 
things  which  he  himself  and  his  family  consume. 
Capital  is  the  balance  which  can  only  be  ascertained 
after  exchange ;  therefore,  to  put  it  under  the  head 
of  production,  seems  to  me  unreasonable. 

8.  All  capital  is  consumed. — This  is  a  proposition 
on  which  I  feel  considerable  difficulty  in  enlarging, 
because  if  capital  is  wealth  employed  reproductively 
—  if  capital  is  something  consumed — then  something 
not  consumed  cannot  possibly  be  capital.  Therefore 
all  capital  must  be  consumed. 

Perhaps  this  which  Mr.  Mill  calls  a  fundamental 
theorem  concerning  capital  will  show  the  reader 
more  clearly  than  anything  I  can  say  how  confused, 
or  perhaps  I  should  say  how  contradictory,  Mr.  Mill's 
ideas  about  capital  were.  If  all  capital  is  consumed, 
if  the  consumption  is  a  fundamental  theorum,  that 
is,  something  upon  which  the  idea  is  based,  how  is 
it  possible  to  make  this  agree  with  his  statement 
that  things  destined  to  supply  productive  labour 
are  capital.  The  things  which  are  destined  to  be 
consumed  are  not  consumed  because  they  are 
destined.  If  a  man's  head  is  destined  to  be  cut  off 
it  clearly  is  not  cut  off. 
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Again,  Mr.  Mill  writes  : — "  The  distinction,  then, 
between  capital  and  not  capital  does  not  lie  in  the 
kind  of  commodities  but  in  the  mind  of  the  capitalist 
in  his  will  to  employ  them  for  one  purpose  rather 
than  another ;  and  all  property,  however  ill-adapted 
in  itself  for  the  use  of  labourers,  is  a  part  of  capital 
so  soon  as  it  or  the  value  to  be  received  from  it  is 
set  apart  for  productive  reinvestment."  Therefore, 
the  setting  apart  and  the  consumption  are  one  and 
the  same  thing.  If  a  man's  head  is  destined  to  be 
cut  off ;  and  the  destination  and  the  cutting  off  are 
one  and  the  same  thing,  why  not  say  so  and  leave  the 
man's  head  on. 

Now  all  this  is  introduced  merely  to  show 
that  Mill  in  his  arguments  eliminates  time.  The 
destination  and  the  cutting  off  of  the  man's  head 
are  separated  by  an  interval  of  time.  Time  is  a 
reality,  and  a  very  palpable  one,  and  therefore  to 
argue  that  all  capital  is  consumed  is  to  obliterate 
time.  All  capital  is  not  consumed,  because  there  is 
unemployed  capital,  which  is  just  as  much  capital  as 
employed  capital,  but  which  while  it  is  unemployed 
is  not  consumed. 

But  we  are  here  considering  capital  from  an  ideal 
point  of  view,  that  is  to  say,  abolishing  time  and 
taking  eternity  as  our  argument,  and  therefore  as 
capital  is  things  wealth  employed  reproductively, 
so  all  capital  is  consumed. 

At  Book  I.,  chapter  v.,  sec.  5,  Mr.  Mill  writes : — 
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"A  third  fundamental  theorem  respecting  capital 
closely  connected  with  the  one  last  discussed  is  that 
although  saved,  and  the  result  of  saving,  is,  never- 
theless, consumed.  The  word  saving  does  not 
imply  that  what  is  saved  is  not  consumed,  nor  even 
necessarily  that  its  consumption  is  deferred,  but  only 
that  if  consumed  immediately  it  is  not  consumed 
by  the  person  who  saves  it.  If  merely  laid  by  for 
future  use  it  is  said  to  be  hoarded — is  not  consumed 
at  all.  But  if  employed  as  capital  it  is  all  consumed, 
though  not  by  the  capitalist.  Part  is  exchanged  for 
tools  and  machinery  which  are  worn  out  by  use, 
part  for  seed  or  materials  which  are  destroyed  as 
such  by  being  sown  or  wrought  up  and  destroyed 
altogether  by  the  consumption  of  the  ultimate 
product.  The  remainder  is  paid  in  wages  to  pro- 
ductive labourers,  who  consume  it  for  their  daily 
wants ;  or  if  they  in  their  turn  save  any  part,  this 
also  is  not,  generally  speaking,  hoarded,  but  (through 
savings'  banks,  benefit  clubs,  or  some  other  channel) 
re-employed  as  capital  and  consumed." 

"  The  principle  now  stated  is  a  strong  example  of 
the  necessity  of  attention  to  the  most  elementary 
truths  of  our  subject,  for  it  is  one  of  the  most 
elementary  of  them  all,  and  yet  no  one  who  has 
not  bestowed  some  thought  on  the  matter  is 
habitually  aware  of  it,  and  most  are  not  even  willing 
to  admit  it  when  first  stated.  To  the  vulgar  it  is 
not  all-apparent  that  what  is  saved  is  consumed. 
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To  them  everyone  who  saves  appears  in  the  light  of 
a  person  who  hoards.  They  may  think  such  conduct 
permissible  or  even  laudable  when  it  is  to  provide 
for  a  family  and  the  like,  but  they  have  no  conception 
of  it  as  doing  good  to  other  people,  saving  is  to 
them  another  word  for  keeping  a  thing  to  oneself, 
while  spending  appears  to  them  to  be  distributing  it 
among  others.  The  person  who  expends  his  fortune 
in  unproductive  consumption  is  looked  upon  as 
diffusing  benefits  all  round,  and  is  an  object  of  so 
much  favour  that  some  portion  of  the  same  popularity 
attaches  even  to  him  who  spends  what  does  not  belong 
to  him :  who  not  only  destroys  his  own  capital,  if  he 
ever  had  any,  but  under  the  pretence  of  borrowing, 
and  on  promise  of  repayment,  possesses  himself 
of  capital  belonging  to  others  and  destroys  that 
likewise." 

I  need,  I  think,  hardly  quote  any  more  of  what 
Mr.  Mill  says  to  prove  his  proposition.  I  have 
pointed  out  how  important  to  the  ideal  argument 
is  the  elimination  of  time  as  an  a  priori  of  thought, 
and  a  good  instance  of  it  is  afforded  by  the  passage 
where  Mr.  Mill  says,  "The  word  saving  does  not 
imply  that  what  is  saved  is  not  consumed."  Here 
everyone  will  agree ;  but  he  goes  on,  "  nor  even 
necessarily  that  its  consumption  is  deferred  ;"  and 
here,  I  think,  most  persons  who  use  the  English 
language  will  disagree.  To  my  mind,  at  least, 
saving  means,  if  it  means  anything  at  all,  deferred 
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consumption,  putting  off  till  to-morrow  that  con- 
sumption which  was  possible  to-day.  Saving  has 
nothing  in  it  of  the  idea  consuming — we  save  for 
future  consumption.  A  man  saves  to-day  that  he 
may  be  idle  in  the  future,  and  spend  or  consume 
if  he  chooses,  but  not  of  necessity,  then. 

Having,  then,  eliminated  from  the  idea  save  the 
fundamental  a  priori  time,  the  question  is,  what  does 
save  mean  ?  We  go  on,  "  but  only  that  if  consumed 
immediately  it  is  not  consumed  by  the  person  who 
saves  it."  Saving,  then,  in  what  Mr.  Mill  calls  its 
scientific  sense,  means  to  differentiate  consumption, 
to  alter  your  consumption  from  say  a  consumption 
of  port  wine  and  turtle  soup  to  paying  wages  or 
giving  it  in  charity  or  employing  labour.  Rather 
a  curious  meaning  of  the  word  save. 

It  is  very  important  that  the  reader  should  grasp 
this  idea  of  saving,  that  is,  differentiating  consump- 
tion, or  causing  other  people  to  consume,  for  a  great 
deal  turns  upon  this  meaning. 

9.  Indtistry  is  limited  by  capital. — I  have  postponed 
the  consideration  of  this  proposition  until  now 
because,  in  the  first  place,  I  felt  considerable 
difficulty  in  putting  it  properly  before  my  reader 
from  an  entirely  ideal  point  of  view,  and  because 
also  I  felt  that  unless  it  was  put  very  clearly 
my  reader  would  fail  to  catch  my  meaning  and 
ideas. 
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Before  proceeding  to  explain  it,  I  must  again  im- 
press upon  my  reader  the  fact  that  ideal  arguments 
are  egoistic.  Now  when  I  say  this,  I  don't  mean 
necessarily  that  they  are  selfish  simply,  but  that  they 
arise  by  arguments  or  considerations  from  the  point 
of  view  of  self,  of  the  individual,  or  from  a  considera- 
tion of  individuals  as  a  unity,  that  is,  from  using  the 
word  we  instead  of  arguing  from  self  and  another 
person.  Now  the  reader  will  see,  if  he  cares  to 
follow  up  the  reading  of  each  ideal  section  by  a 
perusal  of  each  real  section,  which  is,  of  course, 
opposite  and  contradictory,  how  the  difference  is 
arrived  at;  he  will  then  realize  the  subject  more 
fully  from  my  point  of  view,  and,  of  course,  he  can 
then  choose  which  views  suit  him  best.  I  do  not 
wish  to  turn  the  idealist  party  into  a  real  party ; 
all  I  desire  is  to  explain  my  philosophical  views 
by  means  of  arguments  concerning  Economical 
questions. 

But  to  return  to  our  subject.  Industry  is  limited 
by  capital.  Now  we  are  here  discussing  problems 
in  exchange,  and  therefore  the  question  is  not 
merely,  is  industry  limited  by  capital,  but  is  that 
industry  whose  product  is  bought  and  sold  limited 
by  capital  ?  I  mention  this  because  many  readers 
no  doubt  would  at  once  begin  the  Robinson  Crusoe 
argument  as  thus.  Strip  Robinson  Crusoe  of  all 
semblance  of  capital,  put  him  on  an  island  without 
any  capital  other  than  the  bounty  of  nature  has  pro- 
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vided,  and  then  to  deny  that  he  can  labour  is  absurd, 
ergo,  labour  is  not  limited  by  capital.  The  answer 
is,  Robinson  Crusoe's  labour  was  not  the  subject  of 
purchase  or  sale. 

Is,  then,   the  labour  of  those,  the  products  of 
whose  industry  is  the  subject  of  exchange,  limited  by 
capital.    I  answer  yes,  because  if  before  I  can  obtain 
the   means  of  subsistence  from  the  practice  of  my 
profession,  or  from  the  manufacture  of  my  cotton 
goods,  I  must  sell  or  exchange  those  goods  or  that 
product  of  labour,  it  is  manifest  that  during  produc- 
tion  I   must   subsist  on  something  other  than  the 
products  of  present  labour.     I  cannot  live  in  a  house 
that  I  am  building,  nor  can  I  live  on  its  proceeds 
until  it  is  sold ;  but  a  house  takes  time  to  build,  and 
I  cannot  starve  until  it  is  built,  or  it  would  never  get 
built.     Consequently,  I  must  live  on  the  proceeds  of 
previous  labour,  and  the  proceeds  of  previous  labour 
are  capital.      Employed  capital    is   that  result  of 
previous  labour  which  is  now  employed.     See  how 
inherent  in  the  idea  capital  is  time.     But  let  us  go  a 
step  further.     When  I  am  engaged  in  my  profession 
or  business,  I  am  compelled  before  selling  its  product 
to  subsist  on  capital,  that  is  clear ;  but  let  us  look  at 
the  result  of  my  labour,  and  see  if  that  is  not  in  its 
nature  capital.     Mr.  Mill  supplies  us  with  an  answer 
at  Book  I.,  chapter  v.,  sec.  2,  where  he  writes: — 
"  Capital    may  be  temporarily  unemployed,  as  in 
the  case  of  unsold  goods,  or  funds  that  have  not  yet 
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found  an  investment."  My  unsold  product  of  labour 
is,  therefore,  capital.  I  have  said  that  all  capital  is 
the  result  of  saving,  and  to  save  is  to  differentiate 
consumption ;  but  I  have  here,  by  means  of  my 
capital,  postponed  my  consumption  of  the  product 
of  my  labour,  ergo,  as  I  have  saved  it,  I  may  be 
considered  to  have  turned  the  product  into  capital. 
Therefore,  if  labour  is  employed  by  capital  and  its 
product  is  capital,  labour  must  be  limited  by  capital, 
or  there  cannot  be  labour  without  capital,  either  as 
a  cause  or  a  result. 

We  have  seen,  according  to  Mr.  J.  S.  Mill,  that 
all  wealth  is  capital,  that  the  distinction  between 
wealth  and  capital  lies  solely  in  the  answer  to  what 
its  owner  does  with  it.  Consequently,  I  hardly 
think  I  am  wrong  in  saying  that  the  product  of 
labour  is  capital  because  I  am  merely  eliminating 
time  from  a  consideration  of  the  subject.  I  am 
considering  that  to  be  done  which  may  or  will  be 
done ;  that  is  to  say,  when  I  say  the  product  of 
labour  is  capital,  I  am  merely  assuming  that  its 
destination  will  be  capital,  that  its  owner  will  turn 
it  to  a  capital  account,  will  save  it. 

Again  a  word  to  my  reader.  The  first  argument 
is  palpably  egoistic ;  the  second  is  subjectively  so, 
because  it  is  altruistically  objective.  It  is  an  argu- 
ment obtained  by  considering  the  results  of  labour 
as  of  two  sorts,  as  consisting  of  objects  capable  of 
two  sorts  of  employment,  the  productive  and  the 
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reproductive.  Now  let  us  go  to  the  universal  ego, 
people  or  things  taken  together. 

We  have  seen  that  my  labour  is  limited  by  my 
capital,  and  if  my  labour  is  limited  by  capital  so  is 
our  labour.  Speaking  generally,  what  is  true  of  the 
individual  must  be  true  of  the  State,  or  the  particular 
and  the  general  do  not  agree.  If,  then,  my  labour 
is  limited,  and  some  one  else's  labour  is  also  limited 
in  the  same  way,  then  the  labour  of  myself  and  that 
someone  else  added  together,  our  labour  must  be 
limited  by  capital.  Two  blacks  don't  make  a  white ; 
consequently,  we  are  not  entitled  to  say  that  because 
a  man's  labour  is  limited  by  capital,  and  the  labour 
of  the  man  to  whom  he  sells  his  product  is  limited 
by  capital,  therefore  the  labour  of  the  two  taken 
together  is  not  limited  by  capital. 

Ergo,  all  labour  whose  product  is  bought  and  sold 
is  limited  by  capital. 

If  it  were  not  that  Mill's  arguments  on  this  head 
are  remarkably  feeble  for  so  great  a  logician,  I  should 
have  had  recourse  to  them  for  illustration.  There 
is  one  remark,  however,  which  I  must  put  in  here 
with  a  big  R  in  the  place  of  a  small  one,  premising, 
however,  that  Mill's  arguments  amounts  to  this,  that 
because  we  talk  of  applying  capital  to  an  employ- 
ment, therefore  we  cannot  get  more  employment, 
than  what  we  can  apply  capital  to,  an  argument  so 
remarkably  feeble  that  it  is  matter  of  surprise  to  me 
that  a  man  like  Mr.  J.  S.  Mill  should  have  ventured 
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to  print  it.  But  to  the  quotation,  "  The  expression 
applying  capital  is  of  course  metaphorical  (I  call  it 
Ideal).  What  is  Really  applied  is  labour,  capital 
being  an  indispensable  condition."  Here  you  see 
is  Mill's  statement  that  his  whole  view  of  the  subject 
is  metaphorical  or  ideal,  and  not  real ;  for  those  who 
prefer  the  real  to  the  ideal,  no  better  admission 
could  be  found. 

The  reason  why  Mr.  Mill  calls  the  expression 
metaphorical  is  because  he  was  trying  to  argue 
that  labour  was  limited  by  capital.  If  labour  is  not 
limited  by  capital,  then,  of  course,  to  talk  of  applying 
capital  to  labour  is  quite  correct.  If  labour  can 
exist  without  capital  then  you  can  apply  capital  to 
that  which  is  pre-existent ;  but  if  labour  can  only 
exist  by  means  of  capital  then  you  should  talk  of 
applying  labour  to  material  agents.  You  cannot 
apply  one  thing  to  something  else  which  is  not  in 
existence  at  the  time ;  consequently,  to  talk  of 
applying  one  thing  to  another  whose  existence  is  con- 
comitant with  the  first,  is  to  misapply  the  word  apply. 

Again,  the  argument  by  time  destroys  the  meaning 
of  Mill's  expression. 

But  to  return  to  our  subject.  Having  shown  that 
industry  is  limited  by  capital,  it  merely  remains  to 
quote  the  few  words  Mr.  J.  S.  Mill  has  appended  to 
this  section  of  his  work  ridiculing  Protection.  I  quite 
agree  with  Mr.  Mill's  logic  here.  Granted  the  pre- 
mises Protection  is  the  most  ridiculous  absurdity  the 
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mind  of  man  could  conceive.  I  personally  disagree 
with  the  premises,  but  that,  of  course,  does  not  matter 
so  far  as  logic  is  concerned : — 

"  Yet  in  disregard  of  a  fact  so  evident,  that 
capital  employs  labour,  it  long  continued  to  be 
believed  that  law  and  governments  without 
creating  capital  could  create  industry.  Not  by 
making  the  people  more  laborious  or  increasing 
the  efficiency  of  their  labour.  These  are  objects  to 
which  the  Government  can  in  some  degree  indirectly 
contribute.  But  without  any  increase  in  the  skill  or 
energy  of  the  labourers,  and  without  causing  any 
persons  to  labour  who  had  previously  been  maintained 
in  idleness,  it  was  still  thought  that  the  Government, 
without  providing  additional  funds,  could  create 
employment.  A  Government  would  by  prohibitory 
laws  put  a  stop  to  the  importation  of  some  com- 
modity, and  when  by  this  it  had  caused  the  com- 
modity to  be  produced  at  home  it  would  plume 
itself  upon  having  enriched  the  country  with  a  new 
branch  of  industry,  would  parade  in  statistical 
tables  the  amount  of  produce  yielded  and  labour 
employed  in  the  production,  and  take  credit  for 
the  whole  of  this  as  a  gain  to  the  country  obtained 
through  the  prohibitory  law.  Although  this  sort  of 
political  arithmetic  has  fallen  a  little  into  discredit  in 
England,  it  still  flourishes  in  the  nations  of  Conti- 
nental Europe.  Had  legislators  been  aware  that 
industry  is  limited  by  capital  they  would  have  seen 
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that  the  aggregate  capital  of  the  country  riot  having 
been  increased,  any  portion  of  it  which  they  by  their 
laws  had  caused  to  be  embarked  in  the  newly 
acquired  branch  of  industry  must  have  been  with- 
drawn or  withheld  from  some  other  in  which  it 
gave  or  would  have  given  employment  to  probably 
about  the  same  quantity  of  labour  which  it  employs 
in  its  new  occupation."  For  the  instruction  of  my 
reader  I  may  mention  that  Protection  never  sought 
to  create  capital,  but  only  credit,  and  secondly,  that 
the  quantity  of  labour  which  it  employed  in  its  new 
occupation,  plus  what  remained  in  the  old  would  be 
of  necessity  greater  than  before  (see  Adam  Smith 
on  the  division  of  labour).  I  omit  the  note  of  Mr. 
J.  S.  Mill  in  favour  of  Protection  as  being  out  of 
place  in  this  Free-Trade  argument ;  but  I  would  again 
ask  my  reader  to  turn  to  the  real  view  of  the  matter 
so  as  to  enable  him  to  grasp  the  whole  question. 

Mr.  Mill's  argument  put  shortly  is  this,  capital 
employs  labour,  and  exchange  involves  equality  of 
value,  therefore  if  you  prohibit  the  importation  of  com- 
modity A,  and  by  so  doing  cause  its  production  at  home, 
you  only  draw  capital  and  labour  from  commodity 
B  in  order  to  apply  it  to  A,  from  which,  of  course, 
we  may  deduce  the  conclusion  that  an  increase  of 
capital  is  impossible.  If  creating  a  production  simply 
means  to  rob  Peter  in  order  that  you  may  pay  Paul, 
it  can  only  mean  it  on  the  assumption  that  you  cannot 
give  to  Paul  without  robbing  Peter.  Any  person  who 
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understood  Protection,  which  few  do,  would  of  course 
deny  that,  asserting  that  an  increase  of  capital  is 
possible,  and  therefore  what  you  give  to  Paul  is  not 
necessarily  taken  from  Peter.  I  cannot  help  fancy- 
ing Mr.  Mill  must  have  failed  to  see  this  reductio  ad 
absurdum  of  his  argument. 

I  pass  over  Mr.  Mill's  next  fundamental  proposi- 
tion concerning  capital,  namely,  that  because  industry 
is  limited  by  capital  we  are  not  to  infer  that  it  always 
comes  up  to  that  limit.  The  expression,  unemployed 
capital,  which  presumably  has  a  meaning,  of  course 
proves  his  proposition.  If  capital  can  be  unem- 
ployed, then,  of  course,  by  how  much  there  is 
unemployed  capital  so  much  is  the  employment  of 
labour  reduced.  A  proposition  so  obvious  requires 
no  proof,  or  labour  is  not  limited  by  capital.  If  you 
cannot  employ  more  labour  than  you  have  capital,  it 
follows  unemployed  capital  must  mean  unemployed 
labour. 

10.  Every  increase  of  capital  gives,  or  is  capable  of 
giving,  additional  employment  to  labour. — Mr.  Mill  has 
very  well  illustrated  this  proposition,  and  so  I  will 
content  myself  with  quoting  what  he  says,  premising, 
however,  that  if  capital  employs  industry,  it  seems 
to  follow  that  the  more  capital  you  have  the  more 
industry  you  can  employ. 

At  Book  I.,  chapter  v.,  sec.  3,  Mill  writes: — 

"  While  on  the  one  hand  industry  is  limited  by 
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merit  have  contended  that  if  consumers  were  to  save 
capital,  so  on  the  other  every  increase  of  capital 
gives,  or  is  capable  of  giving,  additional  employment 
to  industry,  and  this  without  assignable  limit.  I  do 
not  mean  to  deny  that  the  capital  or  part  of  it  may  be 
so  employed  as  not  to  support  labourers,  being  fixed 
in  machinery,  buildings,  improvement  of  land,  and 
the  like.  In  any  large  increase  of  capital  a  con- 
siderable portion  will  generally  be  thus  employed, 
and  will  only  co-operate  with  labourers,  not  maintain 
them.  What  I  do  intend  to  assert  is  that  the 
portion  which  is  destined  to  their  maintenance  may 
(supposing  no  alteration  in  anything  else)  be  in- 
definitely increased  without  creating  an  impossibility 
of  finding  them  employment,  in  other  words,  that  if 
there  are  human  beings  capable  of  work  and  food  to 
find  them,  they  may  always  be  employed  in  producing 
something.  This  proposition  requires  to  be  some- 
what dwelt  upon,  being  one  of  those  which  it  is 
exceedingly  easy  to  assent  to  when  presented  in 
general  terms,  but  somewhat  difficult  to  keep  fast 
hold  of  in  the  crowd -and  confusion  of  the  actual 
facts  of  society.  It  is  also  very  much  opposed  to 
common  doctrines.  There  is  not  an  opinion  more 
general  among  mankind  than  this,  that  the  unpro- 
ductive expenditure  of  the  rich  is  necessary  to  the 
employment  of  the  poor.  Before  Adam  Smith  the 
doctrine  had  hardly  been  questioned,  and  ever  since 
his  time  authors  of  the  highest  name  and  great 
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and  convert  into  capital  more  than  a  limited  portion 
of  their  income,  and  were  not  to  devote  to  unproduc- 
tive consumption  an  amount  of  means  bearing  a 
certain  ratio  to  the  capital  of  the  country,  the  extra 
accumulation  would  be  merely  so  much  waste  since 
there  would  be  no  market  for  the  commodities  which 
the  capital  so  created  would  produce.  I  conceive 
this  to  be  one  of  the  many  errors  arising  in  Political 
Economy  from  the  practice  of  not  beginning 
with  the  examination  of  simple  cases,  but  rush- 
ing at  once  into  the  complexity  of  concrete  pheno- 
mena. 

"  Everyone  can  see  that  if  a  benevolent  Government 
possessed  all  the  food  and  all  the  implements  and 
materials  of  the  community,  it  could  exact  productive 
labour,  from  all  capable  of  it,  to  whom  it  allowed 
a  share  in  the  food,  and  could  be  in  no  danger  of 
wanting  a  field  for  the  employment  of  this  productive 
labour,  since,  as  long  as  there  was  a  single  want 
unsaturated  (which  material  objects  could  supply)  of 
any  one  individual,  the  labour  of  the  community 
could  be  turned  to  the  production  of  something 
capable  of  satisfying  that  want.  Now  the  individual 
possessors  of  capital,  when  they  add  to  it  by  fresh 
accumulations,  are  doing  precisely  the  same  thing 
which  we  suppose  to  be  done  by  a  benevolent 
government.  As  it  is  allowable  to  put  any  case  by 
way  of  hypothesis,  let  us  imagine  the  most  extreme 
case  conceivable.  Suppose  that  every  capitalist 
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came  to  be  of  opinion  that  not  being  more  meri- 
torious than  a  well-conducted  labourer  he  ought  not 
to  fare  better,  and  accordingly  laid  by,  from  con- 
scientious motives,  the  surplus  of  his  profit,  or 
suppose  this  abstinence  not  spontaneous,  but  im- 
posed by  law  or  opinion  upon  all  capitalists  and 
upon  landowners  likewise.  Unproductive  expenditure 
is  now  reduced  to  its  lowest  limit,  and,  it  is  asked, 
how  is  the  increased  capital  to  find  employment  ? 
Who  is  to  buy  the  goods  which  it  will  produce? 
There  are  no  longer  customers  even  for  those  goods 
which  were  produced  before.  The  goods,  therefore, 
it  is  said,  will  remain  unsold,  they  will  perish  in  the 
warehouses  until  capital  is  brought  down  to  what  it 
was  originally,  or  rather,  to  as  much  less  as  the 
demand  of  the  consumer  has  lessened.  But  this  is 
seeing  only  one  half  of  the  matter.  In  the  case 
supposed,  there  would  no  longer  be  any  demand  for 
luxuries  on  the  part  of  the  capitalist  and  landowner. 
But  when  these  classes  turn  their  income  into 
capital,  they  do  not  thereby  annihilate  their  power 
of  consumption,  they  do  but  transfer  it  from  them- 
selves to  the  labourers  to  whom  they  give  employ- 
ment. Now  there  are  two  possible  suppositions  in 
regard  to  the  labourers,  either  there  is  or  there  is 
not  an  increase  in  their  number  proportional  to  the 
increase  of  capital.  If  there  is  the  case  offers  no 
difficulty.  The  production  of  necessaries  for  the 
new  population  takes  the  place  of  the  production  of 
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luxuries  for  a  portion  of  the  old,  and  supplies  exactly 
the  amount  of  employment  which  has  been  lost. 
But  suppose  that  there  is  no  increase  of  population. 
The  whole  of  what  was  previously  expended  in 
luxuries  by  capitalists  and  landlords  is  distributed 
among  the  existing  labourers  in  the  form  of  addi- 
tional wages. 

"  We  will  assume  them  to  be  already  sufficiently 
supplied  with  necessaries.  What  follows?  That 
the  labourers  become  consumers  of  luxuries,  and  the 
capital  previously  employed  in  the  production  of 
luxuries  is  still  able  to  employ  itself  in  the  same 
manner,  the  difference  being  that  the  luxuries  are 
shared  among  the  community  generally  instead  of 
being  confined  to  a  few.  The  increased  accumu- 
lation and  increased  production  might,  rigorously 
speaking,  continue  until  every  labourer  had  every 
indulgence  of  wealth  consistent  with  continuing  to 
work,  supposing  that  the  power  of  their  labour  were 
physically  sufficient  to  produce  all  this  amount  of 
indulgences  for  their  whole  number,  thus  the  limit 
of  wealth  is  never  deficiency  of  consumers,  but  of 
producers  and  producing  power.  Every  addition  of 
capital  gives  to  labour  either  additional  employment 
or  additional  remuneration,  enriches  either  the 
country  or  the  labouring  class.  If  it  finds  additional 
hands  to  set  to  work  it  increases  the  aggregate 
produce,  if  only  the  same  hands,  it  gives  them  a 
larger  share  of  it,  and  perhaps,  even  in  this  case,  by 
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stimulating  them  to  greater  exertion,  augments  the 
produce  itself." 

Now  all  this  is  a  purely  ideal  argument.  That 
this  is  so  is  patent  from  the  way  Mill  begins  by 
assuming  a  benevolent  Government,  that  is  to  say, 
by  regarding  all  people  as  a  unity  egoistically.  But 
there  is  another  reason  also  why  it  is  ideal.  Turn 
back  to  what  I  have  said  concerning  the  ideal  proof 
of  effective  demand.  What  is  the  ideal  proof  of 
effective  demand  ?  The  act  of  exchange.  Now 
you  see  that  Mill's  first  object  is  to  obliterate 
exchange  from  his  argument.  He  begins  by  begging 
the  question,  and  in  order  to  beg  the  question,  it  is 
only  necessary  to  look  at  the  matter  egoistically,  to 
talk  of  a  benevolent  Government,  and  so  forth,  or  to 
consider  the  rich  as  giving  to  the  poor,  that  is,  not 
exchanging  with  the  poor  money  for  services.  In 
practical  life  man  gives  in  order  that  he  may  get,  he 
does  not  simply  pay  wages  in  order  that  the  man  he 
pays  may  live  in  comfort.  When  Mill  writes,  "  The 
goods,  it  is  said,  will  remain  unsold,  but  this  is  seeing 
only  one  half  of  the  question.  When  the  rich  turn 
their  income  into  capital,  they  do  but  transfer  it  to 
the  labourers  to  whom  they  give  employment." 
This  is  begging  the  question  by  seeing  only  one-half 
of  it.  The  rich  have  to  consider  what  the  poor  will 
give  in  return  for  the  wages,  and  they  do  not  employ 
the  poor  until  they  can  make  a  profit  by  the  return, 
consequently  the  rich,  by  limiting  their  consumption, 
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do  not  of  necessity  give  the  extra  savings  to  the 
poor. 

We  have  seen,  however,  that  when  Mr.  Mill  uses 
the  word  save,  he  means  differentiating  consumption, 
consequently  what  the  rich  man  saves  must  of 
necessity  go  to  the  poor,  because  he  does  not  save 
unless  what  he  saves  goes  to  the  poor.  Saving,  in 
Mill's  mind,  means  to  employ  the  poor.  Here  you 
see  a  good  instance  of  making  eternity  the  a  priori 
of  thought.  When  we  come  to  deal  with  this 
question  from  the  real  point  of  view,  the  question 
proposed  for  discussion  will  be,  Is  there  unemployed 
capital,  that  is  to  say,  can  we  save  without  employing 
the  savings  ? 

I  need  hardly  point  out  to  my  reader  that,  from 
an  ideal  point  of  view,  unemployed  capital  must  be 
nonsense,  because  capital  is  wealth  appropriated  to 
reproductive  employment,  therefore  capital  is  wealth 
employed ;  but  if  capital  is  wealth  employed,  how 
can  there  be  unemployed  capital  ?  I  am  aware  that 
Mill  has  said  the  difference  between  capital  and  not 
capital  lies  in  the  will  of  its  owner  to  employ  it,  but 
I  decline  to  give  two  ideal  definitions  to  the  same  word 
as  it  only  leads  to  confusion  and  self-contradiction. 

The  omission  from  Mill's  argument  of  a  consi- 
deration exchange  causes  the  argument  to  avoid  the 
stumbling-block  which  must  really  upset  it,  for  the 
fact  that  a  rich  man  saves  does  not  prove  that  it 
will  pay  him  to  employ  the  poor. 
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ii.  Why  countries  cannot  recover  quickly  from  a  state 
of  devastation. — I  have  carefully  read  and  thought 
over  what  Mill  has  said  on  this  subject  quoting 
from  Dr.  Chalmers,  and  I  am  now  convinced  that 
his  view  of  capital  is  such  as  to  supply  directly 
the  contrary  answer  which  he  wished  respecting 
this  question. 

It  is  said  that  because  capital  is  kept  up  by 
perpetual  reproduction  within  a  short  space  of  time, 
that,  therefore,  countries  must  in  a  shorter  space  of 
time  recover  from  devastation. 

Granted  for  a  moment  that  capital,  that  is  to  say, 
commodities  reproductively  employed,  are  continu- 
ally and  ever  being  replaced,  that  ships  wear  out 
and  spinning-machines  also,  and  that  their  continued 
existence  depends  upon  their  being  reproduced,  and 
that  therefore  a  devasted  country  has  only  to  replace 
what  would  in  the  ordinary  course  of  things  require 
replacing,  it  is  therefore  true  that  devastated 
countries  must  recover  rapidly  ? 

Assume  that  reproduction  takes  place  in  a  country 
not  devastated,  is  it  therefore  to  take  place  quicker 
when  the  country  has  been  devastated?  Surely 
not. 

That  which  is  supposed  to  be  the  average  period 
during  which  the  capital  of  a  country  requires  in  the 
ordinary  course  of  things  to  be  replaced  would 
undoubtedly,  I  think,  afford  a  criterion  of  the  time 
during  which  the  replacing  might  take  place  after 
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the  country  had  been  devastated ;  but  I  am  at  a  loss 
to  conceive  why  a  country  should  when  devastated 
do  that  which  in  the  ordinary  course  of  things  it 
must  do;  in  a  shorter  space  of  time  than  usual. 

Primd  facie  it  would  take  longer,  Cest  le  premier 
pas  qui  coute.  The  beginnings  of  industry  after  a 
devastation  such  as  is  supposed  must,  I  think,  be 
more  slow  and  more  tedious  than  when  a  country  is 
in  the  full  health  of  commercial  vigour,  and  there- 
fore I  am  led  to  conclude  that  the  reason  why 
countries  recover  rapidly  from  devastation  is  to  be 
found  in  an  entirely  different  view  from  that  given 
by  Dr.  Chalmers,  and  so  highly  commended  by  Mill. 

The  time  which  it  takes  on  an  average  to  consume 
and  reproduce  the  whole  capital  of  any  great  com- 
mercial country  must,  I  think,  be  put  down  at  a 
considerable  number  of  years,  possibly  about  seven, 
and  to  suppose  that  because  it  takes  say  seven  years 
in  the  ordinary  course  to  reproduce  that  capital,  I 
fail  to  see  any  reason  for  supposing  that  it  will 
take  a  shorter  time  in  an  extraordinary  state  of 
things  as  supposed. 

The  answer,  therefore,  to  this  question,  why  do 
countries  quickly  recover  prosperity,  must  be  looked 
for  in  some  other  reason,  and  if  the  reason  will  turn 
over  to  the  real  side  of  the  question,  I  think  I  can 
afford  him  a  truer  answer  than  Mill. 

12.    The    equation    of   demand    and    supply — This 
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subject  has  been  well  treated  by  Mill,  and  I  therefore 
proceed  to  quote  from  Book  III.,  chapter  ii.,  sec.  3  : — 

"  Others  say,  with  somewhat  greater  precision, 
that  the  value  depends  on  the  demand  and  the 
supply.  But  even  this  statement  requires  much 
explanation  to  make  it  a  clear  exponent  of  the 
relation  between  the  value  of  a  thing  and  the 
causes  of  which  that  value  is  an  effect. 

"The  supply  of  a  commodity  is  an  intelligible 
expression :  it  means  the  quantity  offered  for  sale : 
the  quantity  that  is  to  be  had  at  a  given  time  and 
place  by  those  who  wish  to  purchase  it.  But  what 
is  meant  by  the  demand  ?  Not  the  mere  desire  for 
a  commodity.  A  beggar  may  desire  a  diamond,  but 
his  desire,  however  great,  will  have  no  influence  on 
the  price.  Writers  have  therefore  given  a  more 
limited  sense  to  demand,  and  have  defined  it  the 
wish  to  possess  combined  with  the  power  to  purchase 
to  distinguish  demand  in  this  technical  sense  from 
the  demand  which  is  synonymous  with  desire,  they 
call  the  former  effectual  demand.  After  this  explana- 
tion it  is  usually  supposed  that  there  remains  no 
further  difficulty,  and  that  the  value  depends  upon 
the  ratio  between  the  effectual  demand  as  thus 
defined  and  the  supply. 

"  These  phrases,  however,  fail  to  satisfy  anyone 
who  requires  clear  ideas  and  a  perfectly  precise 
expression  of  them.  Some  confusion  must  always 
attach  to  a  phrase  so  inappropriate  as  that  of  a  ratio 
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between  two  things  not  of  the  same  denomination. 
What  ratio  can  there  be  between  a  quantity  and  a 
desire,  or  even  a  desire  combined  with  a  power  ?  A 
ratio  between  demaffd  and  supply  is  only  intelligible 
if  by  demand  we  mean  the  quantity  demanded  ;  and 
if  the  ratio  intended  is  that  between  the  quantity 
demanded  and  the  quantity  supplied.  But,  again, 
the  quantity  demanded  is  not  a  fixed  quantity ;  even 
at  the  same  time  and  place  it  varies  according  to  the 
value  ;  if  the  thing  is  cheap  there  is  usual  a  demand 
for  more  of  it  than  when  it  is  dear.  The  demand, 
therefore,  partly  depends  on  the  value.  But  it  was 
before  laid  down  that  the  value  depends  upon  the 
demand.  From  this  contradiction  how  shall  we 
extricate  ourselves  ?  How  solve  the  paradox  of  two 
things  each  depending  upon  the  other  ? 

"  Though  the  solution  of  these  difficulties  is  obvious 
enough,  the  difficulties  themselves  are  not  fanciful, 
and  I  bring  them  forward  thus  prominently  because 
I  am  certain  that  they  obscurely  haunt  every 
inquirer  into  the  subject  who  has  not  openly  faced 
and  distinctly  realized  them.  Undoubtedly  the  true 
solution  must  have  been  frequently  given,  though  I 
cannot  call  to  mind  anyone  who  had  given  it  before 
myself  except  the  eminently  clear  thinker  and 
skilful  expositor,  J.  B.  Say.  I  should  have  imagined, 
however,  that  it  must  be  familiar  to  all  political 
economists,  if  the  writings  of  several  did  not  give 
evidence  of  some  want  of  clearness  on  the  point,  and 
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if  the  instance  of  Mr.  De  Quincy  did  not  prove  that 
the  complete  non-recognition  and  implied  denial  of 
it  are  compatible  with  great  intellectual  ingenuity 
and  close  intimacy  with  the  subject  matter. 

"4.  Meaning  by  the  word  demand  the  quantity 
demanded,  and  remembering  that  this  is  not  a  fixed 
quantity,  but  in  general  varies  according  to  the  value  ; 
let  us  suppose  that  the  demand  at  some  particular 
time  exceeds  the  supply,  that  is,  there  are  persons 
ready  to  buy  at  the  market  value  a  greater  quantity 
than  is  offered  for  sale,  competition  takes  place  on 
the  side  of  the  buyers,  and  the  value  rises,  but  how 
much  ?  In  the  ratio,  some  must  suppose,  of  the 
deficiency,  if  the  demand  exceeds  the  supply  by  a 
third  the  value  rises  one-third.  By  no  means,  for 
when  the  value  has  risen  one-third  the  demand  may 
still  exceed  the  supply;  there  may  even  at  that 
higher  value  be  a  greater  quantity  wanted  than  is  to 
be  had;  and  the  competition  of  buyers  may  still 
continue.  If  the  article  is  a  necessary  of  life  which 
rather  than  resign  people  are  willing  to  pay  for  at 
any  price,  a  deficiency  of  one-third  may  raise  the 
price  to  double,  triple,  or  quadruple.  Or,  on  the 
contrary,  the  competition  may  cease  before  the 
value  has  risen  in  even  the  proportion  of  the 
deficiency.  A  rise  short  of  one-third  may  place  the 
article  beyond  the  means  or  beyond  the  inclinations 
of  purchasers  to  the  full  amount.  At  what  point, 
then,  will  the  rise  be  arrested  ?  At  the  point  what- 
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ever  it  be  which  equalizes  the  demand  and  the 
supply,  at  the  price  which  cuts  off  the  extra  third 
from  the  demand,  or  brings  forward  additional 
sellers  sufficient  to  supply  it  when  in  either  of  these 
ways,  or  by  a  combination  of  both  the  demand 
becomes  equal,  and  no  more  than  equal,  to  the 
supply,  the  rise  of  value  will  stop. 

"  The  converse  case  is  equally  simple.  Instead  of 
a  demand  beyond  the  supply  let  us  suppose  a  supply 
exceeding  the  demand.  The  competition  will  now 
be  on  the  side  of  the  sellers,  the  extra  quantity  can 
only  find  a  market  by  calling  forth  an  additional 
demand  equal  to  itself.  This  is  accomplished  by 
means  of  cheapness;  the  value  falls,  and  brings 
the  articles  within  the  reach  of  more  numerous 
consumers,  or  induces  those  who  were  already 
consumers  to  make  increased  purchases. 

"The  fall  of  value  required  to  re-establish  equality 
is  different  in  different  cases.  The  kinds  of  things 
in  which  it  is  commonly  greatest  are  the  two 
extremities  of  the  scale,  absolute  necessaries,  or  those 
peculiar  luxuries  the  taste  for  which  is  confined  to  a 
small  class.  In  the  case  of  food,  as  those  who  have 
already  enough  do  not  require  more  on  account  of 
its  cheapness,  but  rather  expend  in  other  things 
what  they  save  in  food,  the  increased  consumption 
occasioned  by  cheapness  carries  off,  as  experience 
shows,  only  a  small  part  of  the  extra  supply  caused 
by  an  abundant  harvest ;  and  the  fall  is  practically 
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arrested  only  when  the  farmers  withdraw  their  corn 
and  hold  it  back  in  hopes  of  a  higher  price,  or  by 
the  operations  of  speculators  who  buy  corn  when  it 
is  cheap  and  store  it  up  to  be  brought  out  when 
more  urgently  wanted.  Whether  the  demand  and 
supply  are  equalized  by  an  increased  demand  the 
result  of  cheapness,  or  by  withdrawing  a  part  of  the 
supply,  equalized  they  are  in  either  case. 

"  Thus  we  see  that  the  idea  of  ratio  as  between 
demand  and  supply  is  out  of  place,  and  has  no 
concern  in  the  matter.  The  proper  mathematical 
analogy  is  that  of  an  equation."  And  here  I  finish 
my  quotation  from  Mill,  only  regretting  that  my  pen 
is  not  as  powerful  to  explain  as  his  was. 

I  have  a  word  or  two  of  explanation  to  add  for 
my  own  philosophical  object  in  writing  this  book, 
and  because  of  the  matter  treated  of  in  the  next 
section. 

To  sum  up  Mill's  theory  in  a  few  words,  it 
amounts  to  this : — Demand  means  quantity  de- 
manded ;  supply  means  quantity  supplied.  Suppose 
value  of  quantity  demanded  rises,  then  the  rise  in 
value  of  quantity  demanded  will  stop  when  the 
quantity  supplied  becomes  equal  to  the  quantity 
demanded.  At  the  point,  Mill  writes,  "  which 
equalizes  the  demand  and  supply."  To  put  this 
into  the  language  of  fact,  the  value  of  corn  (pre- 
sumably meaning  the  price  of  corn)  will  cease  to  rise 
when  the  quantity  of  coal  in  the  market  is  equal  to 
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the  quantity  of  corn  in  the  market.  This  may  be 
true,  but  I  doubt  it. 

I  call  it  an  ideal  statement  because  it  presumes 
that  value  fluctuates  directly  with  quantity  of  matter 
or  goods.  The  real  truth  is,  that  value  fluctuates 
inversely  with  quantity,  as  I  will  proceed  to  illustrate 
in  the  corresponding  section  of  chapter  ii.  I  wish, 
however,  to  put  this  plainly  and  strictly  before  my 
reader,  because  I  wish  in  the  next  section  to  show 
how  the  ideal  argument — the  truly  ideal — is  now 
apparently  abandoned  by  the  Free-Trade  party. 

I  have  above  used  the  word  coal  to  mean 
demand — commodity.  Is  it  necessary  for  me  to 
explain  that,  so  far  as  Mill's  theory  goes,  any  other 
commodity  would  have  done  equally  well  ? 

The  idea  of  categories  of  commodities  not  having 
occurred  to  Mill,  he  would  not  have  considered  what 
class  of  commodities  exchange  for  corn,  but  it  is 
needless  to  say  that  had  he  considered  it,  he  would 
have  said  corn  exchanged  for  all  commodities  taken 
together  which  are  not  in  the  same  category  as 
corn,  and  therefore  I  have  chosen  coal,  coal  not 
being  in  the  same  category  as  food. 

The  reason  why  I  say  that  ideally  corn  exchanges 
for  all  commodities  not  in  the  same  category  is 
because,  regarded  ideally,  each  party  to  an  exchange 
gives  what  he  does  not  want  to  obtain  what  he  does 
want ;  and  if  that  is  so,  a  man  cannot  give  food  to 
get  food,  for  that  would  be  absurd  as  contradiction 
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of  theory.  Therefore  he  gives  not  food,  i.e.,  any- 
thing which  is  out  of  the  food  category,  to  obtain 
food,  and  vice  versa. 

The  above  remarks  serve  to  show  how  deeply,  and 
yet  how  shallowly  Mill  considered  the  question,  for  if 
his  ideas  were  to  be  available  for  practical  purposes, 
it  would  have  been  essential  to  discover  for  what 
commodity  corn  exchanged,  and  how  much  of  that 
commodity  as  well  as  how  much  corn  there  was  in 
the  market  at  any  given  time. 

It  follows  from  the  above  theory  of  supply  and 
demand  that  any  inequality  in  value  between  goods 
exchanged,  between  exports  and  imports,  for  in- 
stance, consists  of  quantity  of  goods  given  away, 
and  that  is  the  reason  the  Free-Trade  party  have 
pitched  upon  interest  to  account  for  the  inequality 
in  values  of  exports  and  imports.  The  excess  is 
apparently  given  away ;  but  nothing  in  trade  is 
given  away,  ergo,  what  is  apparently  given  away 
now  must  be  the  return  for  goods  previously  sup- 
plied, in  a  word,  the  excess  of  imports  over  exports  is 
interest  on  foreign  loans.  Time  is  the  explanation, 
the  a  priori  of  the  apparent  inequality. 

13.  A  few  words  about  Free  Trade. — My  reader  has,  I 
hope,  by  now  grasped  the  leading  principles  of  ideal 
Political  Economy  and  is  in  a  position  to  appreciate 
at  their  full  force  the  few  remarks  which  I  have  to 
make  concerning  Free  Trade.  I  do  not  think  I  have 
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treated  the  idealistic  party  unfairly ;  if  I  have  done 
so  it  was  not  my  wish  or  intention  to  do  it.  I  have 
truly  and  honestly  endeavoured  to  set  before  the 
reader  their  views  as  they  were  put  forward  by  the 
greatest  writer  on  economy — namely,  John  Stuart 
Mill ;  and  if  I  have  in  any  way  failed  in  my  duty 
towards  him  of  placing  his  views  and  those  of  his 
party  clearly  and  succinctly  before  the  reader  no  one 
regrets  it  more  than  myself.  I  trust,  therefore,  that 
in  what  I  have  to  say  about  Free  Trade  I  shall  not 
be  overstepping  the  boundary  of  the  ideas  of  the 
ideal  party,  or  that  if  I  do  so  I  shall  not  be  lightly 
accused  of  misrepresenting  them  in  order  to  place 
my  own  views  in  a  more  favourable  light  to  the  public. 
If  I  have  occasionally,  in  carrying  out  the  principles 
of  ideal  economy,  pointed  my  reader  to  a  conclusion 
logically  based  upon  those  principles,  and  which 
conclusion  is  primd  facia  absurd,  I  do  not  think 
anyone  is  fairly  entitled  to  complain.  Economy 
must  be  governed  by  logic,  and  if  a  principle,  when 
adopted  and  enforced  as  such  is  capable  of  being 
reduced  to  absurdity,  one  is  fairly  entitled  to  say  so 
much  the  worse  for  the  principles.  At  all  events, 
I  have  fairly  and  honestly  endeavoured  to  explain 
other  people's  views  to  the  reader,  although  per- 
sionally  I  entirely  disagree  with  those  views ;  and 
having  done  so,  I  must  trust  to  the  general  public 
to  exonerate  me  from  any  charge  of  attempting  to 
ridicule  those  I  disagree  with. 
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v  Now  the  first  principle,  I  believe — or  perhaps  I 
should  say  the  first  statement  of  free-traders — is 
that  if  the  tax  is  taken  off  corn  we  shall  be  able  to 
get  it  cheaper ;  and  the  second  statement  is  that  if 
we  get  it  cheaper  we  shall  be  able  to  buy  more  of  it, 
and  so  the  poor  will  get  bread  cheap. 

I  propose  to  take  the  particular  case  of  England 
on  which  to  argue,  not  because  England  is  any 
different  or  makes  a  better  illustration  than  any 
other  country,  but  simply  because  being  English 
and  living  in  England,  one  can  make  a  more  facile 
use  of  the  country  as  an  illustration.  It  lends  itself 
to  illustration  with  greater  ease  to  the  writer  and 
greater  clearness  to  the  reader. 

Now  the  first  thing  that  strikes  me  as  a  logician 
about  this  statement  is  the  statement  that  we  can 
buy  bread  cheaper.  How  cheaper  ? 

My  reader  will  have  seen  that  the  first  principle  of 
ideal  economy  is  that  all  exchange  involves  not  only 
equality  of  values  but  equality  of  quantity.  If,  then, 
equality  of  values  is  essential  to  exchange,  what  is 
meant  by  cheapness  or  dearness  ?  How  can  a  man 
buy  cheap  or  sell  dear  when  it  is  essential  to  his 
buying  and  selling  that  the  values  must  be  equal. 
Now  there  is  only  one  way  out  of  this  dilemma,  and 
that  is  this,  cheapness  or  dearness  relates  to  price, 
and  price  alone,  and  price  and  value  must,  there- 
fore, be  distinct  ideas. 

Value,  then,  may  be  dismissed  from  the  discussion 

16 


230  POLITICAL  ECONOMY. 

as  a  useless  word — a  word  expressing  an  idea,  which, 
so  far  as  practical  life  is  concerned,  may  be  ignored. 

Mill  has  told  us  that  value  is  an  equation,  and  to 
suppose  that  an  equation  can  alter  is  absurd.  Suppose 
lox  to-day  equals  36,  and  to-morrow  prices  alter 
and  Sx  equals  36,  here  it  will  be  seen  that  x  has  risen 
in  price,  not  value,  qua  b  you  get  more  for  your  x's 
one  day  than  you  did  the  day  before,  but  the  value  is 
represented  by  the  word  equals,  and  as  there  are 
equals  to-day  and  equals  yesterday,  equals  is  just 
where  it  was. 

It  will  be  admitted,  then,  that  when  we  buy  corn 
cheaper  we  give  less  price  for  it. 

Now  what  is  price  ?  Price  is  the  value  (excuse  a 
real  expression,  I  cannot  get  on  without  it)  of  one 
commodity  expressed  in  terms  of  another,  and  that 
other  gold.  Price  means  money,  price  means  so 
much  gold.  It  relates  to  quantity  of  precious  metal. 
If,  then,  we  buy  corn  at  a  less  price  we  give  a  smaller 
quantity  of  gold  and  get  the  same  quantity  of  corn, 
or  give  the  same  quantity  of  gold  and  get  a  greater 
quantity  of  corn. 

Now  let  us  go  back  again  for  a  moment  to  that 
most  useful  argument  of  Mill's  against  excess  of 
supply.  What  are  we  told  there  ?  That  there 
cannot  be  excess  of  supply ;  and  why,  because — (i), 
Commodities  purchase  commodities  and  twice  the 
quantity  of  commodities  is,  consequently,  twice  the 
purchasing  power;  and  (2),  Because  the  fact  that  we 
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go  on  adding  to  production  proves  that  we  have  no 
lack  of  desire  to  consume.  Dismiss  for  a  moment 
the  second  because  and  take  the  first.  Twice  the 
quantity  of  commodities  means  twice  the  purchasing 
power  (I  presume  I  may  call  gold  a  commodity); 
then  what  follows :  that  you  cannot  buy  cheaper, 
because  if  you  have  the  same  quantity  of  gold 
that  you  had  before  you  must  perforce  be  able  only 
to  buy  the  same  quantity  of  corn  or  twice  the 
quantity  of  commodities  cannot  be  necessarily 
twice  the  purchasing  power.  To  suppose  you  can 
get  more  corn  for  the  same  quantity  of  gold  or 
other  things  is  quite  as  irrational  and  absurd 
as  to  suppose  an  excess  of  supply. 

If,  then,  with  the  same  quantity  of  gold  you 
cannot  get  bread  cheaper,  free-traders  must  mean  to 
assert  that  taking  off  the  tax  on  bread  will  decrease 
the  supply  of  gold  in  the  country.  It  may  be  so, 
but  I  see  no  reason  why  the  abolition  of  the  Corn  Laws 
should  necessitate  the  exportation  of  gold ;  and  even 
if  it  did,  gold  being  a  portion  of  material  wealth,  just 
like  corn,  I  fail  to  see  how  the  presumed  exportation 
of  a  certain  portion  of  wealth  is  to  make  us  richer. 

I  think  I  have  clearly  shown  that  from  the 
ordinary  economical  view  of  the  question  it  is 
impossible  to  say  that  we  can  buy  corn  cheaper 
or  dearer ;  whether  cheaper  or  dearer  relates  either 
to  price  or  value,  unless  it  is  proved  that  taking  a 
tax  off  corn  decreases  our  gold  supply. 

16  * 
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The  conclusion  that  I  am  forced  to  is  that  you 
cannot  ideally  buy  cheap  or  dear.  The  expression 
has  no  meaning  qua  either  value  or  price. 

Assuming,  then,  that  cheapness  or  dearness  is 
possible,  let  us  ask  ourselves  another  question. 
I  am  informed  that  we  can  buy  cheap.  Now  who 
is  meant  by  we  ?  There  are  in  this  country  a  good 
many  persons,  and  I  want  to  know  if  by  we  you  are 
intended  to  infer  all  those  persons.  It  is  said  if  we  can 
buy  cheap  we  can  buy  more  and  the  poor  will  benefit. 
Now  there  are  two  suppositions  in  regard  to  we, 
either  we  means  the  importer,  the  factor,  and  the 
merchant,  or  we  means  the  consumers.  The 
difference  is  of  incalculable  importance,  as  I  shall 
hope  to  show. 

The  question  whether  the  merchant,  the  factor,  or 
importer  buys  corn  cheap  or  dear  is  an  entirely 
immaterial  (I  use  the  word  philosophically)  ques- 
tion. The  importer  merely  lives  on  a  profit,  and 
whether  what  he  buys  is  cheap  or  dear  is  of  no  con- 
sequence, he  gets  a  profit,  possibly  less  or  more 
profit,  but  he  gets  that  which  remunerates  him  for 
his  labour  and  trouble,  and  that  is  the  raison  d'etre  of 
his  existence,  he  is  an  importer  because  of  the  profit, 
not  because  of  the  price  of  his  commodity  being  high 
or  low.  For  this  reason  we  may  dismiss  him  from 
all  consideration  and  turn  to  the  other  view  of  the 
matter,  which  is  that  if  the  tax  is  taken  off  corn  we 
as  consumers  will  get  bread  cheaper.  The  question 
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of  cheapness  and  dearness  to  the  importer  will  be 
found  treated  of  under  the  real  side  of  the  argument. 

Now  the  importer's  first  business  is  to  sell  his 
corn  to  the  consumer.  We  may  dismiss  all  interme- 
diate hands  or  at  least  class  them  as  importers. 
There  are  really  only  two  opposite  parties,  parties 
whose  interests  are  antagonistic,  to  consider — the 
public  as  consumers  and  the  importers. 

When  the  importer  comes  to  sell  his  corn  he  has 
two  classes  of  persons  to  sell  it  to.  First,  those  who 
have  other  things  to  give  for  it,  and,  secondly,  those 
who  have  only  services  to  render  in  return  for  it. 
The  rich  and  the  poor,  the  persons  who  at  the  time 
have  property  and  the  persons  who  at  the  same  time 
have  no  property.  Of  course,  I  don't  mean  to  say 
that  some  people  don't  pay  in  both  sorts  of  coin,  that 
there  is  not  a  middle  class,  who  have  some  property 
and  at  the  same  time  earn  wages,  but,  speaking 
generally,  purchasers  are  of  the  two  sorts  named,  or 
rather  purchasing  power  is  of  the  two  sorts  named. 
Let  us  consider  how  the  propertied  classes  are 
affected  first. 

Exchange  involves  equality  of  value,  and  we  have 
also  seen  that  it  involves  equality  of  quantity,  which 
is  called  price.  It  follows,  therefore,  that  buying 
cheaper  or  dearer  it  must  be  of  no  consequence  to 
them,  they  get  an  equivalent  to  what  they  gave,  the 
same  quantity  and  the  same  price — ergo,  they  do  not 
suffer  and  equally  also  they  do  not  benefit,  unless,  as 
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I  have  said  before,  the  abolition  of  the  Corn  Laws, 
causes  an  exportation  of  gold.  It  is  immaterial, 
then,  to  them  as  consumers  whether  the  tax  is  on  or 
off,  and  the  middle  classes  the  same,  so  far  as  they 
pay  with  property  and  not  wages,  they  are  neither 
benefited  nor  injured. 

Now  the  Free-Trade  party  are  essentially  made  up 
of  the  friends  of  the  poor.  The  cheap  loaf  and  the 
working  man's  friend  are  joined  together  and  per- 
sonified in  the  leading  Free-Traders.  Let  us,  then, 
inquire  how  the  tax  enables  the  poor  to  buy  cheaper. 

I  think,  so  far,  I  have  not  assumed  anything,  but 
have  proved  my  case  logically,  and  now  I  ask  leave 
to  make  an  assumption,  and  that  is  that  corn  could 
not  be  grown  for  a  profit  in  England,  the  Corn  Laws 
having  been  repealed.  I  think  this  is  not  too  great 
an  assumption  to  ask  permission  to  use. 

Now  we  have  all  of  us  heard  and  we  know  very 
well  what  is  meant  by  the  theory  of  the  division  or 
differentiation  of  labour.  To  put  it  shortly  it  is  this, 
that  as  the  production  of  commodities  increases  it 
becomes  more  easy  (the  work  being  more  divided) 
to  produce  the  same  quantity  of  goods  with  less 
labour.  Twice  the  quantity  can  be  produced  with 
less  than  twice  the  amount  of  labour. 

Now  the  poor  of  this  country  require  a  certain 
quantity  of  corn,  and  to  get  it  they  must  be  employed 
in  manufacturing  an  equal  quantity  of  goods  to  pay 
for  it.  Now  it  follows  from  what  I  have  said 
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concerning  the  division  of  labour  that  if  the  given 
quantity  of  goods  required  to  be  manufactured  are  of 
one  class  only  the  amount  of  labour  required  to 
produce  them  will  be  the  least  possible,  and  the 
greater  the  number  of  classes  of  those  goods  the 
greater  will  be  the  amount  of  labour  required  to 
produce  the  given  quantity  of  goods  with  which  to 
buy  the  corn. 

Now  I  have  assumed  that  corn  cannot  be  grown 
at  a  profit  without  a  corn  law  to  support  it.  It 
follows,  therefore,  that  when  the  corn  law  is 
abolished  the  labour  employed  in  growing  corn,  and 
which  is  thereby  set  free,  must  be  employed  in  the 
manufacture  of  those  goods  which  will  have  to  pay  for 
the  corn,  and  as  these  goods  are  being  already  made 
in  this  country  it  follows  that  the  amount  of  goods 
required  to  pay  for  the  corn  will  require  less  labour 
to  produce  them,  for  the  quantity  of  goods  going  to 
pay  for  the  corn  can  neither  be  increased  or  dimi- 
nished, it  is  equal.  If,  then,  less  labour  is  required  to 
produce  the  same  quantity  of  goods,  is  it  likely  that 
the  number  of  the  poor  will  be  reduced  so  as  to  fit 
with  the  lessened  amount  of  labour  ?  On  the 
contrary,  there  being  less  labour  and  the  same 
number  of  persons  applying  for  it,  competition  is  set 
up  and  wages  must  suffer,  and  by  how  much  wages 
suffer  by  so  much  must  the  man  who  pays  them 
benefit.  Now  as  this  state  of  things  must  also 
occur  on  any  increase  of  consumption,  and,  conse- 
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quently,  of  production,  the  poor  must  always  suffer 
by  Free  Trade,  that  is  assuming  the  free-trader's 
basis  of  argument  to  be  correct,  and  exchange  to  be 
an  exchange  of  equal  quantities,  and  not  of  equiva- 
lent quantities.  Now  in  order  to  refute  the  calumny, 
for  such  it  will  doubtless  be  considered,  contained  in 
the  above  statement  of  my  reasons  for  not  being  a 
free-trader,  recourse  will  doubtless  be  had  to  the  old 
dictum  of  Mill  that  when  a  manfacturer  saves  he  does 
not  transfer  his  power  of  consumption  to  a  labourer 
or  labourers,  that  by  how  much  the  wages  of  the 
poor  were  by  Free  Trade  transferred  to  the  pocket 
of  the  master  manufacturer  by  so  much  they,  the 
master  manufacturers,  saved  the  result,  i.e.,  by  so 
much  they  increased  the  wages  of  labour.  It  is  said, 
then,  that  by  how  much  the  master  manufacturer 
was  enabled  to  abstract  the  wages  of  labour,  by  so 
much  he  increased  them.  Now  you  can  virtually 
increase  wages  either  by  finding  outlets  for  labour  or 
by  reducing  the  price  of  the  commodities  purchased 
with  the  wages.  It  may  be  assumed  that  some  new 
outlets  for  labour  will  be  found.  Suppose,  then,  that 
they  are  found,  does  not  the  finder  of  the  investment, 
the  master  manufacturer,  get  a  profit,,  and  if  so  does 
not  a  portion  of  what  is  spent  in  this  way  find  its 
way  back  in  profit  to  the  master  and  not  in  wages  to 
the  workman  ?  Is  it  not  false,  therefore,  to  say  that 
by  how  much  we  save  by  so  much  must  the  working- 
man  benefit  ? 
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But,  again,  price ;  it  is  said  the  cost  of  the  goods 
bought  with  the  wages  will  be  lowered ;  doubtless, 
that  is  too  true ;  but  will  the  cost  fall  equally  with 
the  wages  ?  Does  it  follow  that  by  how  much  wages 
fall  by  so  much  bread  and  other  things  will  be 
cheaper  ?  and  if  they  do,  where  is  the  benefit  to  the 
working  man  ?  Surely  there  is  none.  While  if  the 
cost  of  the  goods  falls  less  than  the  wages,  if  that  is 
increasing,  the  division  of  labour  in  a  business  in- 
creases the  profits,  the  price  of  goods  will  not  fall  so 
much  as  the  wages  of  labour.  Therefore  Free  Trade 
must  injure  the  working  man,  in  whatever  light  the 
question  is  looked  at. 

Seeing,  then,  that  the  rich  are  not  benefited  save 
when  they  employ  labour,  and  that  the  poor  are 
injured  by  the  same  amount  as  the  rich  employer  of 
labour  benefits,  I  must  really  ask  my  reader  to  pardon 
my  declining  to  pin  my  faith  to  Free  Trade,  even 
assuming  the  free-trader's  economy  to  be  correct. 
I  fail  to  see  any  benefit,  and  I  certainly  see  that  more 
people  are  injured  than  are  benefited ;  and  I  there- 
fore conclude  that  Free  Trade  is  a  fallacy.  Grant 
the  Free-Trade  party  their  own  basis  of  argument, 
grant  them  every  supposition  they  may  put  forward, 
and  yet  I  fail  to  see  any  benefit  in  Free  Trade  save  a 
supposed  depletion  of  gold,  which  they  would  pre- 
sumably tell  me  is  increased  wealth  ;  but  where  the 
gold  is  to  go  to  they  do  not  seem  to  know. 

Now  before  I  close  my  reasons  for  being  a  Pro- 
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tectionist,  when  those  reasons  are  based  upon  the 
ideal  views  of  wealth  presented  to  the  world  by 
Adam  Smith  and  Mill,  I  wish  to  point  to  one  case, 
the  only  case  in  which  upon  Mill's  basis  Free  Trade 
is  coincident  with  logic.  That  case  is,  when  the 
quantity  of  goods  produced  to  pay  for  the  corn  is  so 
great  that,  notwithstanding  the  unification  of  pro- 
duction, more  labour  will  be  employed  than  was  the 
case  before.  If  the  result  of  Free  Trade  is  such 
that  the  quantity  of  commodities  necessary  to  buy 
the  same  quantity  of  corn  is  increased,  then  I  think 
it  possible  a  state  of  circumstances  arises  when  the 
poor  will  not  be  injured.  But  this  case  is  one  which, 
according  to  the  theory,  is  not  supposable,  for 
equality  is  the  essence  of  exchange,  and  therefore 
the  quantity  of  commodities  necessary  to  buy  the 
same  quantity  of  corn  can  neither  be  increased  nor 
diminished,  and  therefore  cheapness,  as  I  said 
before,  is  an  impossible  idea.  But  even  then,  to  say 
the  country  benefits  generally  is  absurd,  because  the 
foreigner  gets  the  benefit  in  exchange  of  getting 
more  goods  for  the  same  quantity  of  corn.  An 
increasing  amount  of  the  objective  wealth  the  com- 
modities which  nature  and  art  provides  this  country 
with  are  being  hurled  at  the  foreigner's  head  in 
return  for  a  diminishing  quantity  of  the  necessities 
of  life  ;  and  I  cannot  admit  that  it  is  a  good  or  wise 
plan  to  benefit  the  poor  by  means  of  a  corresponding 
injury  to  the  rich,  and  a  general  wholesale  depletion 
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of  the  objective  wealth  of  the  country,  more  particu- 
larly when,  as  is  sure  to  be  the  case,  the  poor  are 
not  benefited. 

Now  I  have  one  word  further  to  add  concerning 
the  decrease  of  gold  which  presumably  took  place  by 
reason  of  the  abolition  of  the  Corn  Laws,  in  order  to 
show  the  Free-Trade  party  where  I  should  look  for  it 
guided  by  their  principles  and  theory. 

I  do  not  often  read  the  writings  of  political 
economists,  but  it  so  happened  the  other  day  that 
Lord  Penzance  and  a  Mr.  Medley,  on  behalf  of  the 
Cobden  Club,  were  allowed  to  break  a  lance  in  the 
pages  of  The  Nineteenth  Century,  and  I  read  their 
articles.  Mr.  Medley  told  his  readers  there  was  an 
equality  in  exchange  somehow  or  other,  but  he 
reduced  his  dogma  by  eliminating  equality.  That  is 
to  say,  he  reduced  his  statement  to  one  that  exports 
pay  for  imports,  and  followed  that  up  by  a  statement 
that  the  interest  on  foreign  loans  accounts  for  the 
inequality  in  exchange.  Mark  that  word  interest, 
not  loans,  but  interest  on  loans. 

I  hail  this  statement  on  behalf  of  the  Cobden 
Club  as  an  admission  of  the  great  principle  of 
Protection,  namely,  the  possibility  of  buying  more 
time  than  you  have  capital  to  pay  for.  Buying  time, 
that  is  with  interest  upon  capital.  The  purchase 
of  time  in  exchange  is  the  cause  of  inequality  in 
exports  and  imports,  and  the  object  of  Protection 
is  to  prevent  a  nation  buying  time  of  the  foreigner 
by  means  of  interest. 
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There  is,  then,  an  inequality  in  exchange  caused  by 
the  foreigner  buying  time  of  us  to  repay  his  borrowed 
capital.  Surely  here  is  the  decrease  of  gold  caused 
by  the  abolition  of  the  Corn  Laws.  The  excess  of 
imports  over  exports  must  be  gold  going  out  of  the 
country.  And  why  do  I  say  must  be  gold  going  out 
of  the  country,  and  not  other  commodities  ? 

Go  back  again  to  the  beginning  of  the  argument. 
It  is  said  the  price  of  bread  falls  because  the  corn 
law  is  abolished,  but  the  price  of  bread  means  its 
equivalent  in  quantity  of  gold,  and  if  its  equivalent 
in  quantity  of  gold  falls,  surely  there  must  be  less 
gold  or  the  thing  cannot  be  cheaper,  for  cheaper 
bread  means  less  gold  to  buy  bread  with,  that  the 
quantity  of  gold  is  less  than  it  was  as  regards  the 
quantity  of  bread. 

Let  the  reader,  then,  turn  to  Mr.  MulhalFs  statistics 
in  proof  or  illustration  of  the  Cobdenite  explanation, 
and  what  does  he  find,  that  the  price  of  imports  is 
greater  than  the  price  of  exports;  but  price  is  gold, 
and  imports  means  things  brought  into  the  country  ; 
consequently,  an  equal  quantity  of  gold  is  taken  out 
of  the  country  to  pay  for  the  excess  of  imports  over 
exports  brought  into  the  country.  Does  Mr.  Medley 
really  mean  this  or  not ;  if  he  does,  I  think  he  should 
say  so  and  let  his  readers  judge  him  according  to 
his  words.  Does  he  really  mean  that  when  a  man 
pays  interest  to  his  creditor  to  gain  time  his 
creditor  gives  him  an  equal  quantity  to  make  up 
his  the  debtor's  loss  ?  That  when  the  foreigner  pays 
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us  interest  on  our  loans  to  him  in  commodities,  we 
kindly  return  him  the  equivalent  in  hard  gold  ? 

Perhaps,  then,  Mr.  Medley  would  say  gold  does 
not  go  out  of  the  country,  and  would  still  like  to 
maintain  that  prices  fall ;  if  so,  I  can  give  him  a 
little  assistance,  perhaps,  to  get  out  of  his  dilemma. 
The  abolition  of  the  Corn  Laws  cheapened  bread, 
and  less  gold  therefore  went  to  pay  for  bread,  but 
the  same  quantity  of  gold  remained  to  buy  with, 
ergo,  the  price  of  all  other  commodities  must  have 
risen  or  what  became  of  the  gold.  By  how  much 
less,  bread  was  cheaper  by  so  much  more  other 
things  were  dearer,  by  how  much  the  poor  benefited 
by  cheap  bread  by  so  much  they  were  injured  by  the 
dearness  of  other  things,  because  exchange  involves 
equality.  Therefore,  the  only  gainers  by  Free  Trade, 
according  to  ideal  economy,  were  the  master  manu- 
facturers. 

Before  leaving  the  subject,  I  wish  to  anticipate  a 
reply  that  will  rise  to  the  lips  of  those  who  disagree 
with  me  or  with  my  logic  respecting  the  division  of 
labour  and  its  effect  on  wages.  It  will  be  seen 
from  the  above  arguments  that,  assuming  cheap 
bread  to  be  the  result  of  the  abolition  of  the  Corn 
Laws,  and  assuming  my  logic  to  be  correct,  wages 
should  have  fallen  with  the  fall  in  the  price  of  bread. 
It  does  not  follow  that  they  should  fall  at  an  equal 
ratio,  or  at  any  particular  ratio,  but  that  agriculture 
being  ruined,  as  I  assumed,  and  manufacturers  being 
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flooded  with  the  agricultural  labourers  consequent 
upon  the  fall  in  the  price  of  bread,  the  wages  of 
labour  among  the  manufacturing  classes  must  fall  too. 

I  wish,  then,  to  state  my  reasons  for  believing  this 
to  be  a  correct  view  of  the  matter,  notwithstanding 
what  has  taken  place  since  the  abolition  of  the  Corn 
Laws.  Anyone  knows  that  since  the  abolition  of 
those  laws  bread  has  fallen  in  price  and  wages  have 
risen,  and  the  Free-Trade  party  naturally  say  in  this 
case  not  only  is  the  rise  in  wages  post  hoc,  but  also 
that  it  is  propter  hoc  ;  they  merely,  of  course,  say  it, 
they  cannot,  so  far  as  my  economical  intelligence 
goes,  adduce  any  proof  of  it.  I  should  be  very 
pleased  if  they  did  try  to  show  reason  for  its  being 
propter  hoc,  because  we  should  then  come  upon  one 
of  the  most  important  propositions  in  economy  it  is 
possible  to  conceive,  as  I  will  now  proceed  to  show 
by  analogy. 

My  reason  for  asserting  that  a  fall  in  wages  must 
be  concomitant  with  the  price  of  bread  in  this 
country  was  the  unification  of  production  and  the 
consequent  differentiation  of  labour. 

Now  the  first  question  to  consider  is,  Did  the 
unification  of  production  take  place,  and  if  not,  why 
did  it  not  take  place  ? 

Up  to  about  the  years  1873  and  1875,  agricultural 
prospects  in  this  country  were  good,  farms  were  let 
and  wages  were  earned,  and  the  abolition  of  the 
Corn  Laws  did  not  appear  to  have  produced  any 


THE    IDEAL.  243 


disastrous  effect  upon  the  land  and  landed  interests ; 
consequently,  the  reasons  why  a  fall  in  wages  should 
be  or  have  been  concomitant  with  a  fall  in  the  price 
of  bread  were  absent  and  inoperative,  therefore  the 
abolition  of  the  Corn  Laws  was  a  master-stroke 
of  policy,  or,  to  put  it  the  other  way,  the  Corn 
Laws  were  not  requisite  to  land  protection  between 
1843  and  1873.  It  follows,  then,  that  between  those 
dates  a  corn  law  would  have  been  a  mischievous 
absurdity ;  Protection  which  did  not  protect,  and 
therefore  must  necessarily  injure  ;  a  law  which  did 
not  give  you  means  to  buy  with  but  did  prevent  your 
buying.  If,  then,  Protection  did  not  protect  during 
those  years,  or  rather,  I  had  better  say,  was  not 
requisite  to  protect  during  those  years,  wages  need 
not  of  necessity  fall,  because  the  unification  of 
production  did  not  take  place. 

But  how  came  it  about  that  Protection  was  not 
required  to  protect  the  landed  interest  during  those 
years  ?  This  is  a  most  important  question,  and  one 
which  seems  to  me  to  lie  at  the  root  of  the  whole 
matter.  There  are,  I  conceive,  two  answers  to  it, 
one  of  which  will  show  why  wages  rose,  and  the 
often  of  which  will  be  sufficient  to  account  in  some 
measure  for  the  success  of  agriculture  during  the 
period  named. 

My  first  reason  is  that,  since  the  abolition  of  the 
Corn  Laws,  there  has  been  a  greater  differentiation 
of  production,  a  greater  variety  of  industries,  and  a 
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greater  quantity  of  outlets  for  labour  than  there  ever 
were  before,  and  this  has  been  due  to  George 
Stephenson  almost  entirely.  Railways  and  engineer- 
ing shops  and  works  of  that  class  have  sprung  up  in 
such  abundance  as  to  cause  a  rise  in  wages  all 
round.  The  drafting  away  of  labour  to  new  forms 
of  industry  does  not  merely  benefit  the  labourers  in 
the  new  form  of  industry,  but  also  in  the  old  by 
reducing  the  competition  for  the  old  forms  of  labour, 
and  the  benefit  is  spread  over  the  whole  community. 
It  is  to  this,  and  this  alone,  that  any  rise  in  wages 
is  due.  Free  Trade  has  in  no  sense  been  the  cause 
of  this  ;  in  fact,  it  is  due  to  a  cause  which  produces 
the  result  upon  which  Protection  relies  for  its 
truth.  It  is  absurd  to  suppose  that  differentiation 
of  production  is  to  be  obtained  solely  from  Pro- 
tection, that  it  is  the  only  means  by  which  the 
differentiation  may  be  obtained.  The  solid  qualities 
of  the  country  people  lie  at  the  root  of  the 
differentiation,  which  was  taking  place  when  the 
Corn  Laws  were  abolished.  The  success  of  George 
Stephenson  was  the  cause  of  a  movement  all  round. 
Success  in  one  department  of  industry  stimulated 
others  by  increasing  their  profits.  Capital  was  re- 
quired, and  had  to  be  obtained,  and  to  obtain  it 
prices  must  rise.  The  capital  required  to  build  a 
railway  is  drawn  from  the  profits  of  all  the  trades 
and  professions  of  the  country  generally,  and 
differentiating  production  produced  a  greatly  in- 
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creased  differentiation  between  cost  of  production 
and  price.  I,  therefore,  conclude  that  so  far  from 
a  rise  in  wages  being  due  to  Free  Trade,  so  far  from 
post  hoc  being  in  this  case  equivalent  to  propter  hoc 
the  direct  contrary  is  the  case.  The  rise  in  wages 
was  due  not  to  Free  Trade  and  not  to  Protection, 
but  the  cause  which  justifies  Protection  a  cause 
which  produces  the  same  effect  as  Protection. 
Wages  would  have  risen  much  higher  had  it  not 
been  for  Free  Trade. 

I  have  now  given  my  reasons  for  the  rise  in 
wages  which  succeeded  the  abolition  of  the  Corn 
Laws,  and  this  has  led  me  on  to  the  reasons  why 
agriculture  did  not  suffer  from  the  abolition  of 
those  laws. 

The  reasons  why  agriculture  did  not  suffer  are,  I 
conceive,  because  an  abstract  general  rise  and  fall  in 
values  is  inconceivable,  and  because  a  general  fall  in 
values  was  prevented  by  the  increased  cost  of  pro- 
duction, or  what  is  the  same  thing  the  increasing 
difficulty  of  production. 

Now  it  is  very  important  to  the  student  of 
economy  to  understand  the  difference  between  an 
abstract  general  view  of  value  and  a  general  view  of 
it.  You  may  enumerate  half-a-hundred  commodities 
and  state  therefrom  that  a  general  rise  and  fall  in 
values  has  taken  place,  but  in  order  to  show  that  an 
abstract  general  rise  in  values  is  impossible  you 
must  consider  those  half  hundred  commodities 
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divided  into  two  parts,  one  of  which  buys  or  ex- 
changes with  the  others. 

The  best  analogical  illustration  of  the  difference 
that  I  know  is  that  contained  in  the  scales  which 
you  often  see  in  a  grocery  establishment.  You  will 
often  see  a  pair  of  scales  suspended  from  the  ceiling 
of  the  shop  in  a  similar  way  to  a  chandelier.  Now 
the  difference  between  the  general  and  the  abstract 
general  is  analogous  to  the  difference  between  those 
scales  considered  as  going  up  and  down  from  the 
counter  to  the  ceiling,  and  the  same  scales  con- 
sidered as  weighing  a  pound  of  tea.  It  is  generally 
true  that  the  scales  go  up  and  down,  but  when  the 
operation  of  weighing  takes  place  by  how  much  one 
goes  up  by  so  much  the  other  scale  goes  down. 
Therefore  qua  the  weighing,  which  is  equivalent  to 
the  exchange  or  the  abstract  general  view,  a  rise 
or  fall  is  impossible,  but  a  general  rise  or  fall  is 
possible. 

But  there  is  yet  another  matter  which  requires 
explaining  before  it  is  possible  to  understand  my 
views  and  the  explanation  about  to  be  given,  and 
that  is,  that  value  is  a  particular  abstraction  as  well 
as  a  general  one,  that  value  and  price  are  purely 
abstract  ideas  and  have  no  connection  with  the 
precious  metals,  but  that  it  is  possible  to  bring  them 
together,  just  as  it  might  be  possible  to  have  a  foot- 
rule  made  of  gold.  Gold  is  not  a  necessity  to  the 
idea  money  at  all.  You  must  be  able  to  imagine 
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value  measured  by  pounds,  shillings,  and  pence, 
which  pounds,  shillings,  and  pence  have  necessarily 
nothing  to  do  with  gold,  silver,  and  copper,  though 
the  ideas  are  capable  of  being  expressed  in  gold, 
silver,  and  copper. 

Gold,  silver,  and  copper  are  commodities,  and  in 
talking  of  abstract  general  value,  I  am  using  the 
words  pounds,  shillings,  and  pence  as  representing 
quantity  of  commodity,  a  certain  amount  of  gold, 
silver,  and  copper,  not  as  meaning  the  measure  of 
value  but  the  measure  of  quantity.  Whereas,  in 
speaking  of  general  rise  in  values,  I  am  using  the 
words  pounds,  shillings,  and  pence  in  the  same  way 
as  I  would  use  yards,  feet,  and  inches  as  being  the 
measure  of  value. 

Now,  in  the  first  place,  I  say  agriculture  was  not 
injured  by  the  abolition  of  the  Corn  Laws,  because 
an  abstract  general  rise  or  fall  in  values  or  prices  is 
inconceivable,  by  which  I  mean  that  the  fall  in  the 
price  of  wheat  was  counterbalanced  by  the  rise  in 
the  price  of  meat  and  vegetables.  The  price  of  one 
went  down  and  the  price  of  the  other  went  up  in 
consequence  of  their  being  in  the  same  category  of 
exchange,  or  in  the  same  or  nearly  the  same  degrees 
of  necessity  to  life.  The  reasons  for  purchase,  sale, 
and  use  of  the  two  things  were  equivalent,  namely, 
to  enable  life  to  subsist,  and  therefore  the  fall  in  the 
price  of  one  or  two  necessaries  of  life  at  once  caused 
a  rise  in  the  price  of  one  or  two  other  necessaries  of 
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life.  The  palpable  good  sense  of  this  proposition 
must  be  obvious  to  anyone  who  considers  the 
reasons  why  the  things  are  desired.  To  suppose  the 
public  had  any  less  desire  to  live  when  the  Corn 
Laws  were  abolished  is  ridiculous.  The  desire  to 
live  is  always  paramount,  and  must  be  shown  in  the 
price  of  the  commodity.  The  quantity  of  wheat  was 
greater,  and  the  quantity  of  meat  was  not  actually 
smaller  but  proportionately  smaller,  and  therefore 
the  price  of  meat  in  terms  of  wheat  was  bound 
to  rise.  Moreover,  we  have  seen  that  an  excess  of 
supply  is  an  impossibility.  So  that,  of  course,  it 
followed  that  there  was  not  really  more  wheat  to 
be  bought  but  only  potentially  more,  greater  power 
of  buying,  or,  in  a  word,  meat  was  dearer  because 
it  had  to  give  more  power  of  buying. 

But  I  have  said  a  general  fall  in  values  was 
prevented,  or  rather,  I  should  say,  a  general  rise  in 
values  took  place.  Bearing  in  mind  what  I  have 
said  before  about  money  being  merely  a  measure, 
like  dry  measure,  or  measure  of  length,  you  will  see 
that  by  a  general  rise  in  values  or  prices,  I  mean  by 
analogy,  that  the  same  number  of  yards,  feet,  and 
inches  measured  a  greater  length  of  ground  or  that 
pounds,  shillings,  and  pence  measured  a  greater 
quantity  of  things.  That  people  with  limited 
incomes  got  more  for  the  same  money.  Now  the 
reason  of  this  was  the  differentiation  of  production, 
so  many  more  things  had  to  be  bought  and  paid  for 
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that  the  measure  was  made  larger  to  include  all  the 
other  things  it  had  to  cover  all  of  them,  and  so  was 
increased.  Cost  of  production  necessarily  increased 
with  the  increasing  quantity  of  commodities  which 
the  working  classes  desired  to  buy,  and  so  prices 
generally  rose.  Speaking  generally,  the  cost  of 
living  increased,  and  this  benefited  the  owner  and 
cultivators  of  land. 

Now  when  I  say  the  measure  was  made  larger  so 
as  to  include  more  commodities,  the  reader  must 
bear  in  mind  that  price  is  a  different  sort  of  measure 
to  feet,  because  it  is  a  measure  of  two  dimensions, 
quantity  and  desire,  and  it  fluctuates  with  both.  Of 
course,  to  suppose  that  yards  must  be  increased  in 
length,  because  a  man  has  an  increasing  quantity  to 
measure  is  absurd,  because  quantity  has  nothing  to 
do  with  the  measure,  whereas  in  the  case  of  money 
quantity  is  a  very  important  item. 

If,  then,  prices  generally  rose  the  landed  interest 
necessarily  benefited,  and  the  benefit  so  done  to 
them  was  greater  for  the  time  than  the  injury  done 
them,  particularly  as  foreigners  were  not  ready  all  at 
once  to  compete  to  their  full  extent. 

14.  Money. — Of  all  the  points  in  the  range  of  Political 
Economy,  this  one  is  the  most  difficult  to  explain. 
There  exists  in  Political  Economy  such  innate  and 
intense  confusion  of  thought  between  the  real  and 
the  ideal,  the  abstract  general,  the  general  and  the 
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particular,  that  it  will  be  found  by  a  careful  study  of 
the  subject  that  there  are  degrees  of  idealism  con- 
cerning this  matter. 

If  the  reader  will  turn  back  to  what  I  have  said 
concerning  equality  of  value  in  exchange  he  will  see 
that  a  measure  of  value,  in  my  opinion,  from  an  ideal 
point  of  view,  is  a  thing  which  it  is  impossible  to 
find  save  in  time.  That  time,  and  time  alone,  can 
be  the  only  means  of  measuring  value  ideally,  besides 
which  if  things  are  always  equal  in  value  in  exchange, 
where  is  the  utility  of  a  measure?  But  it  is 
commonly  said  by  the  public,  and  more  or  less 
admitted  by  economists,  that  money  is  the  medium 
of  exchange,  and  therefore  the  measurer  in  some 
way  of  value. 

Professor  Fawcett  says  money  serves  two  purposes. 
First,  as  a  measure  of  value,  and  second,  as  a  medium 
of  exchange. 

Mill  writes,  Book  III.,  chapter  vii.,  sec.  i : — "  In 
order  to  understand  the  manifold  functions  of  a  circu- 
lating medium,  there  is  no  better  way  than  to  consider 
what  are  the  principle  inconveniences  which  we 
should  experience  if  we  had  not  such  a  medium, 
the  first  and  most  obvious  would  be  the  want  of 
a  common  measure  for  values  of  different  sorts." 

Mark  the  words  "  measure  for  values,"  not 
"  measure  of  value."  It  should  have  been  measure 
of  valuables,  the  general  put  for  the  abstract  general, 
showing  that  Mill  had  a  clearer  view  of  the  fitness  of 
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language  than  Professor  Fawcett,  though  they  both 
mean  the  same  as  will  be  seen  by  a  perusal  of 
Professor  Fawcett's  explanation  of  what  he  means 
by  a  measure  of  value. 

Money,  then,  is  the  standard  by  which  we  measure 
value.  Money  has  a  property  of  measuring  the 
quantity,  and  therefore  the  quality,  meaning  thereby 
the  satisfactionness  of  the  goods  exchanged.  Now 
in  order  that  you  may  have  a  measure  of  any  sort, 
or  quality  of  things,  it  is  only  necessary  that  you 
should  cut  off  or  mark  on  some  object  the  quantity 
or  status  which  you  desire  to  measure. 

Is  it  a  measure  of  length  then  ?  you  have  only  to 
get  an  object  with  a  certain  amount  of  length,  and 
divide  it  into  equal  portions.  Is  it  a  measure  of 
weight  ?  then  you  have  to  fix  upon  a  certain  quantity 
as  a  unit,  and  by  adding  equal  portions  you  get  you 
weight  in  terms  of  the  unit  just  as  you  would  with  a 
measure  of  length. 

This  being  so,  and  money  being  a  measure,  it  is 
only  necessary  to  get  a  certain  portion  of  the  thing 
desired  to  be  measured,  fix  a  limit  and  you  have  a 
measure. 

Money,  then,  serves  as  a  measure  for  value.  Is  it 
desired  to  have  a  measure  for  values,  all  you  have 
to  do  is  to  get  a  valuable,  and  mark  off  a  certain 
portion,  and  you  have  then  a  unit  upon  which  to 
start. 

The  government  of  this  country  has  chosen  gold 
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as  a  valuable  which  it  is  convenient  to  mark  off  in 
portions  and  so  make  a  measure  of,  and  in  order  to 
mark  off  those  portions  it  affixes  upon  each  portion 
marked  off,  a  stamp,  which  stamp  shows  the  amount 
of  valuable  which  the  possession  of  the  coin  has.  I 
say  the  amount  of  valuable  advisedly,  because 
ideally  value  is  equal  to,  and  therefore  represented 
by,  quantity.  The  abstract  is  inconceivable. 

The  Government  of  this  country,  then,  has  pre- 
sented us  with  a  measure  for  values,  consisting  of  a 
given  quantity  of  gold  which  is  a  substance  whose 
value  varies  more  accurately  with  its  quantity  than 
any  other  known  substance.  The  value  of  gold 
fluctuates  infinitesimally  with  the  quantity  produced  ; 
and  it  is  for  this  reason  that  it  serves  so  well  the 
purpose  of  a  measure  for  values.  To  this  unit  then 
we  generally  refer  all  those  valuables  which  we  desire 
to  measure,  and  say  a  thing  is  worth  so  many  pounds 
or  sovereigns. 

There  are,  however,  other  coins  than  sovereigns, 
namely :  shillings  and  pence,  and  these  are  parts  of 
a  sovereign.  Twelve  pence  go  to  make  a  shilling, 
and  twenty  shillings  a  sovereign.  Strictly  speaking 
it  would  presumably  be  correct  for  these  shillings 
and  pence  to  be  coined  in  gold,  for  it  seems  absurd 
to  have  a  measure  consisting  of  different  classes  of 
units.  A  measure  of  length  is  made  up  of  various 
marked  distances  or  lengths,  and  a  measure  of 
valuables  ought  therefore  to  be  made  up  of  one  class 
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or  sort  of  valuable,  and  this  is  the  reason  why  we  in 
England  have  a  single  standard.  But  we  permit  the 
smaller  divisions  of  that  standard  to  be  expressed 
in  other  classes  of  valuables,  such  as  silver  and 
copper,  chiefly  because  the  quantity  of  gold  necessary 
to  make  up  a  gold  coinage  of  these  portions  of  the 
standard  would  be  so  small  that  in  the  case  of  a 
penny  it  would  hardly  be  visible,  and  would  be  sub- 
ject, therefore,  to  be  lost  or  passed  over.  Utility  makes 
us  adopt  silver  and  copper  as  fractions  in  measuring, 
because  a  greater  quantity  of  silver  or  copper  is  equal 
in  value  to  a  smaller  quantity  of  gold.  I  must 
apologize  for  sometimes  using  the  word  value 
abstractedly,  but  it  is  very  hard  indeed  to  eliminate 
that  mode  of  use  from  the  discussion. 

It  is  hardly  necessary  to  point  out  how  necessary 
is  a  universal  standard  to  a  measure.  If  each  man 
were  to  set  up  a  measure  of  length  the  measure 
would  thereby  be  rendered  almost  useless,  and 
squabbles  would  perpetually  arise  as  to  whose 
measure  was  the  longest,  or  which  was  the  most 
suitable.  Each  country  has,  therefore,  adopted  its 
own  standard  of  measures  of  all  sorts  for  general 
use,  and  this  country  has  among  other  standards 
adopted  a  gold  standard  for  the  measure  of  valuables, 
while,  in  consequence  of  the  great  value  of  the 
standard,  it  has  adopted  for  general  purposes,  it  has 
been  compelled  to  use  a  less  valuable  standard  to 
measure  small  portions  of  valuables  by.  There  are, 
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consequently,  three  standard  measures  for  valuables 
in  the  country  at  once,  whose  use  varies  with  the 
quantity  of  valuables  desired  to  be  measured.  Do 
we  desire  to  measure  a  large  quantity  of  valuables, 
then  we  must  use  the  gold  standard,  or  if  a  smaller 
quantity,  we  must  have  recourse  to  silver  or  copper. 

If  it  were  not  for  the  importance  of  desire  for 
commodity  in  affecting  the  quantity  obtained  by 
exchange,  the  use  of  three  standards  would  be  an 
intolerable  nuisance.  From  a  purely  ideal  view,  our 
measure  of  valuables  should  consist  of  pounds  weight, 
that  is  to  say,  by  making  wealth  depend  upon  quantity 
of  commodities,  and  quantity  being  measured  by 
weight,  we  ought  naturally  to  measure  wealth  by 
that  which  measures  quantity  and  avoirdupois  would 
generally  form  the  standard  measure  of  value  or 
wealth.  But  economical  idealism  has  its  impure  side, 
and  although  quantity  of  commodity  is  considered 
to  be  wealth,  yet  if  desire  is  inherent  in  the  idea 
commodity,  and  it  be  assumed  that  desire  fluctuates 
with  quantity,  that  by  how  much  the  quantity  is 
increased  by  so  much  the  desire  to  possess  it  is 
increased,  it  still  remains  necessary  to  have  such  a 
measure,  as  will  measure  desire  or  quantity  of  desire. 
And  so  far  as  this  argument  goes,  avoirdupois  weight 
would  do  very  well  for  a  measure  of  valuables. 

But  there  is  a  third  view  possible  concerning  a 
measure  of  valuables.  Although  you  can  assume 
desire  to  fluctuate  with  quantity,  yet  it  does  not 
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follow  that  the  desire  may  be  equal  for  the  same 
quantities  of  different  things.  The  desire  for  a  given 
quantity  of  gold  may  be  the  same  yesterday  and  to 
day,  or  next  month,  but  the  amount  of  desire  for  a 
given  quantity  of  gold  may  be  equal  to  the  amount 
of  desire  for  a  much  greater  quantity  of  silver,  so 
that  to  have  a  standard  measure  of  valuables  in 
exchange,  you  must  make  use  of  at  least  two  com- 
modities, and  this  is  the  basis  of  all  bimetallic 
currency  arguments. 

For  in  order  that  there  may  be  as  has  been  shown 
an  equal  value  and  quantity  in  exchange,  it  would 
become  necessary  in  exchanging  a  thing,  of  which  a 
large  quantity  was  given  for  something  of  which  a 
small  quantity  was  obtained,  that  the  measure  of 
the  small  quantity  should  be  one  of  large  bulk,  and 
the  measure  of  the  large  quantity  should  be  one  of 
small  bulk,  so  that  together  with  equal  values  equal 
quantities  might  be  concomitant.  If,  for  instance, 
two  tons  of  coal  are  bought  with  a  quarter  of  corn, 
then,  to  make  a  proper  measure  of  value,  the  coal, 
being  the  greater  quantity,  should  be  measured  by 
gold,  and  the  corn,  which  is  the  smaller  quantity, 
should  be  measured  by  silver. 

Bimetallism  is  a  subtle  way  of  enabling  a 
purchaser  of  goods  to  obtain  part  of  the  profit  from 
the  vendor,  that  so  an  equality  may  more  nearly  be 
produced.  For  if  a  man  buys,  say  a  quarter  of  corn, 
and  has  the  option  of  paying  in  gold  or  silver,  he 
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naturally  selects  the  cheapest  to  pay  with,  and 
inasmuch  as  which  will  be  the  cheapest  at  a  given 
date  is  a  matter  of  uncertainty,  so  it  follows  that  all 
vendors  and  purchasers  will  naturally  be  more  or 
less  speculating  in  the  price  or  value  of  specie  at  a 
given  date,  namely,  the  time  for  payment. 

It  may  and  probably  would  produce  a  reaction 
and  a  rise  in  price,  vendors  declining  to  part  until 
price  had  reached  a  figure  at  which  they  could  obtain  a 
good  profit,  even  in  the  cheapest  medium  of  exchange, 
and  the  result  would  be  a  certain  profit  concurrently 
with  a  possibility  of  a  much  enhanced  one. 

The  endeavour,  however,  to  transfer  the  nature  of 
a  bargain  from  one  sort  of  goods  to  another  is,  it 
seems  to  me,  not  a  very  scientific  proceeding,  and 
I  fail  to  see  how  any  benefit  can  accrue  simply  by 
making  use  of  such  a  medium  of  exchange  as  would 
reduce  a  purchase  of  corn  to  a  speculation,  not  on 
the  value  of  corn,  but  of  the  comparative  values  of 
gold  and  silver,  at  a  subsequent  but  given  date.  We 
have,  however,  seen  that  there  is  no  profit  on 
exchange,  and  consequently  this  reason  may  not 
weigh  much  with  bimetallists,  for  if  there  be  no 
profit,  there  cannot  possibly  be  any  speculation,  for 
speculation  can  only  take  place  on  the  supposition 
of  there  being  a  benefit  or  profit  in  exchange,  and 
there  being  no  benefit  naturally  prevents  speculation. 

One  of  the  great  arguments  in  favour  of  bime- 
tallism consists  in  the  injury  done  to  those  whose 
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wealth  may  be  said  to  consist  of  silver,  that  is  to  say, 
those  who  either  own  silver  mines  or  are  paid  for 
their  labour  in  silver  currency.  It  is  said  they 
are  injured  by  reason  of  a  fault  in  the  value  of 
silver  compared  with  that  of  gold,  and  that  when 
they  go  to  gold-standard  countries  they  suffer  in 
consequence. 

15.  Of  the  influence  of  credit  on  prices. — I  have  now 
endeavoured  to  explain,  from  an  ideal  point  of  view, 
what  is  meant  by  money.  Money  is  a  certain  fixed 
quantity  of  gold,  or  whatever  other  thing  may  be 
considered  to  form  the  recognized  circulating  medium 
of  a  country  ;  and  by  price  must  be  understood  the 
equivalent  quantity  of  gold,  or  circulating  medium, 
to  a  thing  purchased. 

For  instance,  if  I  buy  a  hat  for  a  sovereign,  then 
the  weight  of  gold  in  the  sovereign  is  the  quantity  of 
gold  which  is  equivalent  to  the  hat. 

Now  it  will  not  take  the  reader  long  to  see  that, 
according  to  this  view  of  the  case,  it  would  become 
necessary  for  every  country  in  which  gold  was  the 
circulating  medium  to  possess  such  a  quantity  of 
gold  as  would  be  equivalent  to  the  quantity  of  all  the 
commodities  bought  and  sold  in  that  country,  unless 
there  could  be  found  some  means  of  dispensing  with 
it,  for  every  exchange  takes  place  by  means  of  fixing 
a  price  on  the  goods  sold,  and  every  price  is  a  fixed 
equivalent  in  gold. 
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It  need  hardly  be  said  that  the  quantity  of  gold 
which  would  be  required  for  this  purpose  in  England 
alone  is  not  to  be  found  in  this  world,  and  conse- 
quently a  system  has  been  adopted  by  means  of 
which  a  great  deal  of  this  gold  may  be  dispensed 
with. 

This  system  is  called  credit,  and,  as  Professor 
Fawcett  truly  says,  bills  are  not  credit,  but  the 
proof  of  its  existence.  There  are  bills,  therefore 
there  is  credit ;  and  there  is  credit,  and  therefore 
gold  is  dispensed  with. 

What,  then,  is  a  bill,  or  bill  of  exchange?  In 
order  to  explain  this  more  clearly,  it  is  better, 
perhaps,  to  explain  what  a  promissory  note  is  first, 
because  a  bill  is  the  reverse  of  a  promissory  note. 
A  promissory  note,  then,  is  a  promise  or  undertaking 
in  writing  signed  by  a  debtor  to  pay  his  creditor. 
In  this  case  the  debtor  is  the  maker  of  the  instru- 
ment; he  it  is  who  draws  up  and  signs  the  docu- 
ment. In  a  bill,  however,  it  is  the  creditor  who  is  the 
maker,  if  the  term  may  be  used.  It  is  the  creditor 
who  writes  out  and  signs  an  order  to  his  debtor  to 
pay  some  one  else.  The  creditor  or  person  who  has 
sold  goods  assigns  his  debt — i.e.,  the  price  of  those 
goods — to  some  one  else.  The  creditor  says  to  his 
debtor,  "  Instead  of  paying  me,  please  to  pay  some 
one  else." 

Now,  it  need  hardly  be  said,  that  when  a  man 
owes  me  £100  or  £"1,000  I  am  not  likely  to  request 
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that  man  to  pay  the  money  to  some  one  else  except 
for  a  very  good  reason.  What,  then,  is  the  reason 
that  I  am  so  apparently  generous  ?  The  reason  is 
because  my  debtor  does  not  owe  me  the  money 
immediately,  he  only  owes  it  me  at  a  future  date, 
and  I  being,  perhaps,  hard  up,  wish  to  be  paid  at 
once  ;  therefore,  the  reason  why  I  request  my  debtor 
to  pay  a  third  person  is  because  I  want  to  gain  or 
buy  time  ;  I  want  money  now,  and  not  three  months 
hence.  Now  the  reason  why  my  debtor  does  not 
owe  me  the  money  at  once  I  need  not,  for  the  pur- 
poses of  this  argument,  enter. 

My  object,  then,  in  writing  out  this  request  to  my 
debtor  to  pay  a  third  person,  is  in  order  that  the 
third  person  may  pay  me  the  money  at  once,  and 
this  is  called  discounting  the  bill.  I  go  to  this  third 
person  and  say,  A,  the  debtor,  owes  me  so  much, 
and  here  is  an  assignment  of  his  debt  to  you ;  this 
will  give  you  the  power  to  get  it.  Will  you  let  me 
have  the  money  (i.e.,  the  debt)  ?  Now  the  answer 
we  must  presume  to  be  in  the  affirmative,  and  this 
third  person  gives  me  the  money  now,  but  instead 
of  giving  me  the  whole  debt  he  deducts  part  of  it 
in  respect  of  the  time  during  which  he  will  have  to 
wait  for  his  money,  and  also  on  the  ground  of  risk 
in  my  debtor  not  paying  up  at  the  end  of  this  time. 

It  is  unnecessary  for  the  purpose  here  that  I 
should  give,  like  Professor  Fawcett,  an  explanation 
of  endorsement  of  the  bill  over,  and  so  on.  The 
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object  is  only  to  show  how  far,  and  to  what  extent, 
bills,  as  such,  dispense  with  gold. 

Now  I  have  said  that  to  be  a  true  idealist  you 
must  ignore  time — that  is,  you  must  take  eternity  as 
the  basis  of  argument.  Here,  then,  a  difficulty  is 
encountered  which  has  a  tendency  to  upset  the 
arguments  even  of  such  a  man  as  Professor  Fawcett. 
The  discounter  of  the  bill  is  paid  for  the  time  he 
chooses  to  wait  for  his  money.  Time,  therefore, 
forms  an  important  part  of  the  transaction.  This 
payment  for  time  is  called  the  discount. 

Now  if  you  will  look  at  Book  III.,  chapter  xi.,  of 
Professor  Fawcett's  manual,  you  will  see,  page  434 
of  the  fifth  edition,  that  he  writes : — "  If,  for  instance, 
B  receives  from  A  a  bill  for  £1,000,  B  may  endorse 
this  bill,  and  with  it  purchase  commodities  to  the 
value  of  £1,000  from  C."  Here,  then,  is  a  statement 
which  shows  that  the  Professor  ignores  time,  i.e., 
discount.  If  B  receives  from  A  a  bill  for  £1,000, 
B  may  endorse  this  bill  over,  and  with  it  purchase 
commodities  to  the  value  of  not  £1,000,  but  £1,000 
less  discount,  say  £990,  from  C. 

Now  I  am  not  making  use  of  this  quotation  in 
order  to  point  out  what  may  be  called  a  trifling 
inaccuracy  on  the  part  of  Professor  Fawcett,  but  in 
order  to  show  how  completely  this  trifling  inaccuracy, 
as  it  may  be  called,  entirely  alters  the  conclusion  at 
which  I,  as  an  idealist,  and  the  Professor,  as  such, 
arrive  at.  The  Professor's  object  being  to  show  that 
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£1,000,  or,  perhaps,  subject  to  my  correction,  £990 
solid  gold  sovereigns  of  a  given  weight  in  coins  are, 
by  means  of  bills,  dispensed  with ;  my  object  being 
to  show  that  if  the  Professor  had  reasoned  right 
from  his  own  premises,  £10  not  £990,  in  solid  gold 
is  dispensed  with,  a  very  considerable  difference  in 
the  result  of  argument. 

If  the  logic  of  the  Professor  were  correct,  for 
every  issue  of  £10,000,000  bank  notes  by  the  Bank 
of  England,  a  reserve  of  say  £30,000,000  would  be 
necessary.  This  is  a  difference  which,  it  seems  to 
me,  is  considerable,  as  arising  from  the  trifling 
inaccuracy  mentioned. 

But  let  us  go  back  and  continue  the  argument, 
after  this  digression. 

It  has  been  said  that  price  means  fixed  quantity 
of  gold,  and  that,  in  order  to  dispense  with  a  great 
deal  of  this  gold,  bills  are  used. 

Now,  from  what  I  have  said  about  bills,  the 
reader  will  at  once  see  that  if  A  sells  goods  to  B 
for  £1,000,  and  draws  a  bill  on  bills  in  favour  of  C, 
and  gets  that  bill  discounted,  he,  by  so  doing, 
obtains  the  price  of  his  goods  at  once,  less  a  small 
amount  charged  by  C,  the  discounter,  for  the 
accommodation.  But  what  is  the  accommodation  ? 
Surely  giving  A  the  price,  less  discount,  in  the 
equivalent  quantity  in  gold  for  his  goods.  But  if  C 
gives  A  the  equivalent  quantity  of  gold,  less  dis- 
count, surely  the  discount  is  the  only  quantity  of 
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price  in  gold  which  A  does  not  receive.  Therefore, 
gold  is  only  dispensed  with  to  the  amount  of  the 
discount,  and  instead  of  £"990  in  gold  being  dispensed 
with,  £10  is  all  that  is  dispensed  with.  Therefore, 
it  is  ideally  true  that  the  only  thing  you  can't  buy 
with  money,  i.e.,  gold,  is  time ;  and,  consequently, 
a  man  who  gets  his  bills  discounted  cannot  possibly 
pay  for  the  accommodation  in  gold,  but  price  is  gold, 
and  he  pays  in  price,  or  by  reduction  of  the  price  of 
his  goods ;  consequently,  the  person  who  gets  his  bill 
discounted  pays  for  the  accommodation,  but  not  in 
gold.  In  what,  then,  does  he  pay?  I  leave  it  to 
idealists  to  solve  the  riddle. 

"  It  therefore  appears  that  we  cannot,  by  a  simple 
negative  or  affirmative,  answer  the  question  whether 
an  increased  issue  of  bills  of  exchange  affects  prices. 
All  that  can  be  said  is  this :  if  the  buying  and 
selling  now  carried  on  by  bills  of  exchange  were 
effected  by  money,  then  one  of  two  things  must 
occur,  either  more  money  must  be  brought  into 
circulation,  or  general  prices  must  decline."  So  the 
Professor  sums  up  the  result  of  his  argument  (see 
page  435)- 

This  is  but  a  lame  conclusion,  and  its  lameness 
seems  to  me  to  be  due  to  the  lack  of  logic  caused  by 
the  ignoring  of  the  discount. 

For  if  the  amount  of  gold  dispensed  with  by  bills 
coincides  with  the  amount  of  discount  given  upon 
those  bills,  and  if  the  amount  of  discount  depends 
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upon  its  rate,  and  we  know  its  rate,  then  its  rate 
forms  the  criterion  of  the  influence  of  credit  on 
price,  that  being  the  object  in  search  of  which  we 
set  out. 

If,  then,  the  rate  of  discount  rises,  say  from  2  to 
3  per  cent.,  it  follows  that  to  the  extent  of  the 
alteration  gold  is  thrown  out  of  circulation ;  there- 
fore, the  higher  the  rate  of  discount  the  less  gold  do 
the  directors  of  the  Bank  of  England  require,  and 
they  raise  their  rate  of  discount  in  order  to  get  rid 
of  an  excess  quantity  of  gold.  Is  this  so  ? 

Professor  Fawcett  gives  further  arguments  con- 
cerning what  he  calls  book  credits,  and  again  he 
ignores  time,  so  that  he  produces  the  same  argu- 
ment under  a  different  form.  Into  this  it  seems 
to  me  unnecessary  to  go,  but  I  must  say  a  word  or 
two  concerning  what  he  says  about  bank  notes. 

Now  the  first  thing  to  notice  about  a  Bank  of 
England  note  is  that  which  is  written  upon  it,  "  On 
demand  I  promise  to  pay."  Now  the  importance  of 
this  consists,  not  in  the  promise  to  pay,  but  the  date 
of  payment.  Time  is  the  a  priori  of  a  bill  of 
exchange.  Eternity  is  the  a  priori  of  a  banknote. 
There  is  here  no  question  as  to  when  you  can  get 
your  money.  You  can  have  it  to-day  or  to-morrow, 
now  and  ever.  The  idea  of  discounting  a  bank  note, 
i.e.,  paying  for  time,  is  absurd. 

It  is  assumed,  however,  by  Professor  Fawcett  that 
a  bank  note  enables  us  to  dispense  with  a  given 
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quantity  of  gold  just  like  a  bill,  he  writes  : — "  If, 
therefore,  an  amount  of  coin  equivalent  to  one-third 
of  the  bank  notes  issued  is  kept  by  the  bankers  as  a 
reserve,  it  is  manifest  that  each  bank  note  enables 
an  amount  of  money  to  be  dispensed  with  equivalent 
in  value  to  two-thirds  of  the  sum  which  the  note 
represents."  This  is  the  key-note  of  the  argument. 
If,  then,  it  enables  us  to  dispense  with  a  gold  medium 
in  exchange  it  acts  in  the  same  way  as  a  bill.  But 
if  the  amount  of  discount  on  a  bill  is  the  index  of 
abolition  of  gold  in  any  exchange,  then  a  bank  note 
being  a  ready  money  payment,  being  part  of  price, 
should  represent  interest  for  ready  money;  con- 
sequently, the  gold  reserve  of  the  bank  of  England 
should  be  such  an  amount  as  at  the  current  rate  of 
mercantile  profit,  would  produce  in  interest  its  bank 
note  circulation.  I  leave  the  reader,  then,  to  consider 
for  a  moment  the  results  of  a  logical  idealism.  Fancy 
the  reserves  of  the  Bank  of  England  at  a  figure  such 
as  that  mentioned.  Such  a  sum  as  would  produce 
by  interest  its  note  circulation,  which  is  between 
£30,000,000  and  £32,000,000.  It  is  not  difficult, 
then,  to  conceive  the  magical  effect  which  would  be 
produced  upon  prices,  were  the  Bank  of  England  to 
increase  its  bank  note  circulation,  that  is,  of  course, 
assuming  that  the  quantity  of  gold  in  the  country,  and 
to  be  obtained,  was  unlimited.  Every  increase  of 
the  note  circulation  would  at  once  put  so  much 
capital,  gold  or  money,  into  the  market  as  would  be 
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required  to  yield  that  increase  of  notes  in  interest, 
and  the  rise  in  prices  would  be  enormous,  everything 
would  at  once  rise  in  value  and  price,  say  about 
25  per  cent.,  that  being  assumed  to  be  the  amount 
of  the  average  profit  on  trade. 

It  follows  from  this,  that  the  note  circulation  of 
the  Bank  of  England  is  the  index  of  profit  on  trade, 
profits  rising  and  falling  with,  and  in  proportion  to, 
the  increase  or  decrease  of  the  bank  note  circulation. 
Professor  Fawcett's  chapter  on  the  influence  of 
credit  on  prices  seems  to  me  to  form  a  most  lament- 
able study.  He  sets  out  by  pretending  to  discuss 
the  influence  of  credit  on  price  and  then  discusses 
bills  and  bank  notes  from  the  same  point  of  view, 
thereby  showing  that  he  considers  "  three  months 
after  date,"  and  "  on  demand,"  to  be  equivalent, 
when  called  by  the  name  credit.  If,  then,  bank 
notes  enable  us  to  dispense  with  a  gold  circulation, 
by  reason  of  their  being  an  equivalent  for  money,  or 
promises  to  pay  on  demand — that  is,  by  reason  of 
their  not  being  credit,  it  must  follow  that  bills  do 
not  enable  us  to  dispense  with  a  gold  circulation, 
because  they  are  not  promises,  or  even  undertakings 
by  the  acceptor  to  pay  on  demand,  because  in  a 
word  they  are  credit.  It  is  only  in  fact  by  idealizing, 
i.e.,  ignoring  time  as  an  a  priori  that  anyone  could 
commit  such  an  illogical  blunder. 

But  the  whole  object  of  a  bill  is  to  get  it  discounted, 
and  the  whole  object  of  discounting  is  to  enable  the 
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person  discounting  to  get  the  gold  medium,  or  the 
price  of  his  goods.  Therefore,  to  return  again  to 
the  regions  of  logic,  if  credit  affects,  i.e.,  raises  price, 
bills  raise  price  because  they  are  credit,  and  equally 
also,  bank  notes  do  not  raise  price  because  they  are 
not  credit ;  and  inasmuch  as  credit  is  supposed  to 
be  the  cause  of  a  rise  in  price ;  it  is  that  part  of  bill 
which  is  not  given  to  the  person  who  discounts  it 
which  raises  price,  that  is  to  say,  the  discount  raises 
price.  Now  this  conclusion  I  consider  to  be  true, 
but  my  reader  must  be  very  careful  to  distinguish 
between  the  ideal  and  the  real,  between  that  which 
Professor  Fawcett  for  instance  understands  by  price, 
and  that  which  I  understand  by  it. 
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CHAPTER   II. 

THE    REAL. 

i.  Of  the  proofs  of  effective  demand. — The  art  of 
looking  at  Political  Economy  really  consists  in 
the  looking  at  it  altruistically,  which  means 
looking  at  both  sides  of  the  question.  It  will  be 
noticed  by  all  persons  that  instead  of  one  word 
being  used  to  express  both  views  equally,  language 
always  provides  us  with  a  duplication  of  words. 
We  talk  of  vendor  and  purchaser,  producer  and 
consumer,  rich  and  poor,  cost  of  production  and 
price,  and  so  on,  the  object  of  these  words  being 
solely  to  differentiate  the  position,  and  by  that 
means  enables  us  to  put  ourselves  first  in  one 
position  and  then  in  the  other,  and  having  done 
so,  to  sum  up  a  result.  Now  all  these  views  are 
antagonistic  and  opposite,  and  it  has  hitherto  been 
the  object  of  the  leading  lights  in  Political  Economy 
to  gloss  over  this  difference  so  as  to,  in  their  idea, 
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give  you  a  greater  command  of  the  subject.  Mill 
has  said  that  what  is  true  of  the  individual  is  true  of 
the  State,  and  so  on.  Now  what  is  true  individually, 
egoistically  is  false  politically  or  altruistically,  be- 
cause it  is  true  individually.  The  art  of  Political 
Economy  is  precisely  the  opposite  of  the  art  of 
individual  economy,  the  individual  gets  rich  by 
saving,  a  nation  gets  rich  by  spending. 

Trade,  we  are  told,  is  a  system  of  barter,  and  the 
values  of  the  things  bartered  are  equal,  and  so  on, 
all  this  with  a  view  of  obliterating  the  separate  ideas, 
buyer  and  seller. 

And,  again,  we  are  told  that  cost  of  production 
means  price,  or  that  cost  of  production  means  the 
cost  of  bringing  goods  to  market  and  selling  them. 

And,  yet  again,  we  are  told  that  all  producers  are 
ex  m  termini  consumers,  and  so  on,  all,  as  I  have 
said,  with  the  result  of  obliterating  that  which  so 
really  exists,  that  language  has  forced  upon  our  use 
two  words  in  a  case  where,  if  the  arguments  were 
true,  one  word  would  be  quite  sufficient.  If  all 
producers  are  ex  vi  termini  consumers,  why  call  one 
man  by  one  name  and  another  by  another,  why  not 
call  them  all  producers  or  consumers,  which  ever 
may  happen  to  suit  best. 

It  will  be  seen,  then,  that  to  be  an  idealist  you 
must  look  at  things  egoistically,  and  to  be  a  realist 
you  must  look  at  things  and  people  altruistically. 

With  regard  then  to  the  subject  before  us,  namely, 
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effective  demand,  the  meaning  and  extent  of  which 
term  has  been  previously  fully  explained  from  Mills 
writings,  I  suppose,  requires  no  further  illustration,  it 
will  be  seen  that  there  are  two  proofs  of  its  existence 
called  respectively  cost  of  production  and  price. 

I  have  before  pointed  out,  under  the  head  of  pro- 
duction, that  the  trouble  man  takes  to  get  a  thing 
shows  and  is  the  proof  of  his  effectively  demanding 
that  thing.  When  we  come  to  deal  with  the 
exchange  of  labour  for  wages  this  trouble  is  de- 
nominated cost  of  production.  It  is  the  fact  of  one 
man's  employing  another  to  make  certain  goods, 
that  is  the  reason  of  our  talking  of  cost  of  pro- 
duction. Cost  of  production  means  the  expense  a 
man  is  put  to  to  get  certain  goods,  and  that 
expense  is  due  in  a  great  measure,  though  not 
entirely,  to  the  wages  that  he  pays  certain  other 
men,  viz.,  his  labourers  during  the  production  of 
those  goods. 

Not  only,  however,  is  labour  employed  and  wages 
paid  by  the  producer  of  goods,  but  a  certain  amount 
of  capital  is  essential  to  production,  and  cost  of 
production,  therefore,  includes  a  certain  return  upon 
that  outlay.  It  is,  I  believe,  usual  with  business 
men  to  lay  aside  a  certain  fixed  amount  of  interest 
as  the  return  of  capital  before  counting  profit.  If, 
say,  a  man  employs  a  capital  of  £10,000  in  his 
business,  then  he  does  not  consider  he  has  turned  a 
profit  until  he  has  paid  all  his  wages  and  expenses 
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and  set  aside,  say  £500,  or  5  per  cent,  as  the  average 
return  on  his  capital  as  that  which  is  due  to  the 
improvement  of  the  capital  in  the  business.  This 
sum  forming,  as  it  were,  the  wages  of  capital.  After 
this  has  been  done  then  he  begins  to  count  up  his 
profits.  This  5  per  cent.,  then,  I  include  in  cost  of 
production.  Cost  of  production  means  all  wages  and 
expenses,  and  one  of  those  expenses  is  the  interest 
on  the  capital  employed  at  the  current  rate  or  a 
rate  fixed  for  business  purposes.  It  will  be  seen 
hereafter  that  it  is  important  to  bear  this  in  mind. 

That  price  is  evidence  of  effective  demand  no  one 
will  for  a  moment,  I  presume,  dispute.  If  I  go  into 
a  shop  and  buy  a  thing,  presumably  I  must  want  it, 
but  whether  or  no  I  want  it  I  have  certainly  made 
my  demand  for  it  effective.  I  have  shown  other 
people  I  wanted  it  by  buying  it. 

Now  I  wish  to  lay  great  stress  upon  what  I  have 
said  here  about  the  proofs  of  effective  demand 
because  the  whole  scheme  of  real  economy  depends 
entirely  upon  this  basis,  given  this  as  a  basis  to 
work  upon,  all  sorts  of  results  must  flow  from  it, 
and,  therefore,  the  importance  of  this  part  of  the 
statement  cannot  be  overrated. 

Before  going  any  further  I  had,  perhaps,  better 
explain  what  I  mean  by  price.  I  have  told  you 
what  is  meant  by  price  ideally,  that  is  equal  quan- 
tities of  gold.  That  is  that  the  price  of  the  goods 
exchanged  is  equal.  Price,  then,  really  is  an  equivalent 
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quantity  in  gold.  It  is  such  a  quantity  of  gold  or 
things  purchased  with  gold  as  will  give  to  the 
purchaser  a  satisfaction  equal  to  the  satisfaction 
which  might  be  procured  by  the  consumption  of  any 
other  things.  It  means  not  equal  quantities  but 
equal  satisfactions,  not  quantity  of  matter,  but 
quantity  of  mind.  The  equivalent  is  abstract  and 
does  not  really  exist,  but  only  potentially.  Price 
is  the  power  of  obtaining  equal  satisfaction. 

When,  then,  a  person  buys  a  hat,  for  instance, 
for  a  sovereign,  he  gives  the  vendor  of  hats  the 
power  of  procuring  something  as  satisfactory  to  the 
hatter  as  the  hat  to  the  purchaser  of  it. 

Price,  then,  is  power  of  obtaining  equal  satisfac- 
tion, and  satisfactions  are  sensations  not  objects,, 
mind  or  body,  not  matter.  Let  the  reader,  then, 
distinctly  understand  that  cost  of  production  is  to 
price  as  matter  is  to  mind,  and  that  any  endeavour 
to  confound  the  two  is  an  endeavour  to  substitute 
the  ideal  for  the  real,  is  an  endeavour  to  prove 
that  there  is  no  more  mind  than  matter,  no  more 
credit  than  capital,  no  more  fire  than  can  be 
perceived,  and  that  all  such  argument  is  founded 
not  upon  what  really  is  but  upon  what  shall  be ;  not 
upon  time,  but  eternity.  I  decline  to  argue  this 
point  because,  as  a  philosopher,  I  consider  argument 
impossible  if  a  person  predisposes  his  mind  to  treat 
matters  from  an  ideal  point  of  view,  he  can  do  so,  and 
if  he  so  predispose  his  mind,  it  is  useless  arguing  with 
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him.  All  I  can  do  is  to  state  what  I  consider  in 
mundane  affairs  to  be  the  basis  of  reality,  namely, 
an  altruistic  way  of  regarding  things,  and  having  so 
stated  it,  I  can  found  syllogisms  upon  the  statement, 
but  further  than  that  I  cannot  go. 

2.  Inequality  of  value  is  essential  to  exchange. — Let 
us  go  back  to  what  I  said  about  real  Political 
Economy  being  altruistic  ;  now  the  question  here 
is,  how  to  regard  exchange  altruistically. 

Suppose,  to  take  our  old  illustration,  A  buys  a  hat 
of  B  for  a  sovereign.  I  say  that  an  inequality  of 
value  in  the  hat  and  the  sovereign  is  essential  to  the 
bargain.  Now  to  look  at  this  altruistically  is  to 
consider  the  value  of  the  two  things  to  that  portion 
of  the  world  who  did  not  take  any  part  in  the 
bargain.  You  must  divide  the  world  into  the  parties 
who  bargain  and  the  parties  who  do  not  bargain, 
and  I  say  that  the  value  of  the  sovereign  to  the 
parties  who  do  not  bargain  is  greater  than  the  value 
of  the  hat  to  those  same  persons,  and,  therefore,  the 
hat  sold  for  the  sovereign.  That  not  being  is  the 
cause  of  being.  That  the  satisfactions  to  be  obtained 
by  the  sovereign  will  be  greater  than  the  satisfac- 
tions that  have  been  received  by  the  maker  or 
manufacturer  of  the  hat,  and  his  men  as  such 
makers  of  hats. 

The  question  naturally  arises,  upon  what  authority 
I  make  this  assertion ;  why  should  I  predicate  that 
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the  world  generally  desire  the  sovereign  more  than 
the  hat,  when  it  is  clear  that  A  did  not  do  so  ? 
A  bought  it  and  paid  for  it  and  showed  by  so  doing 
that  he  valued  the  hat  and  the  sovereign  at  least 
equally,  but  probably  the  hat  more  than  the 
sovereign,  and  yet  I  say  that  the  majority  would 
have  preferred  the  sovereign. 

Our  last  preceding  section  gives  us  the  proof  of 
my  answer.  The  value  of  the  hat  to  those  persons 
who  took  no  part  in  the  bargain  was  its  cost  of 
production,  and  its  costs  of  production  was  less 
than  its  price,  i.e.,  the  sovereign,  ergo,  the  value 
in  exchange  must  have  been  unequal. 

There  was  no  proof  that  anybody  wanted  either 
the  hat  or  the  sovereign,  except  that  given  by  those 
who  produced  the  hat  and  him  who  bought  it,  and, 
therefore,  of  those  who  took  no  part  in  the  bargain 
only  a  small  section  showed  any  desire  for  it,  and 
those  who  did  show  any  desire  for  it  showed  less 
than  the  man  who  bought  it.  But  it  will  be  said  the 
labourers  showed  no  desire  for  the  hat,  and  possessed 
none,  they  merely  laboured  for  wages  to  be  got  from 
hats  or  anything  else ;  and  this  is  perfectly  true 
abstractedly,  their  wages  form  the  proof  they  gave 
of  their  desire  for  things  abstractedly ;  but  does  the 
sovereign  form  also  no  criterion  of  the  desire  of  the 
purchaser  for  the  things  of  life  abstractedly ;  is  not  the 
sovereign  that  proportion  of  his  expenditure  which 
he  desired  to  lay  out  in  hats,  thereby  making  his 
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other  expenditure  the  proof  of  his  desire  for  the 
things  of  life  abstractedly,  and  is  it  not  perfectly 
obvious  that  if  the  workmen  did  not  desire  the  hat,  or 
did  not  desire  it  so  much  as  to  pay  a  sovereign  for  it, 
therefore  the  value  of  the  purchaser  and  the  value  of 
the  producers  as  shown  by  the  purchase  was  unequal. 
It  must,  then,  I  think,  be  taken  as  proved  that 
inequality  of  value,  whether  for  the  thing  bought  or 
for  the  goods  of  this  life,  was  the  motor  in  the 
exchange  of  the  hat  and  sovereign,  and  likewise  of 
all  exchanges. 

3.  Our  wants  are  never  satisfied. — That  we  arc 
always  desiring  a  great  many  things  which  we 
are  not  able  to  buy,  and  that  our  wants  are 
never  satisfied  is  so  obvious  a  statement  that  it 
seems  hardly  necessary  to  make  it.  My  object 
really  in  making  it  is  to  contrast  the  real  with  the 
ideal,  by  working  out  to  such  results  the  theories 
upon  which  the  system  is  based. 

The  question  therefore  is,  what  proof  is  contained 
in  exchange  that  our  wants  are  never  satisfied  ?  I 
think  it  will  be  found  in  the  fact  of  the  inequality 
of  value.  The  fact  that  unequal  value  prompts 
exchange  shows  that  there  exists  in  man  an  unequal 
power  of  giving  effect  to  that  desire  for  wealth,  but 
do  not  men  equally  desire  wealth,  ideally  they  do, 
really  they  do  not. 

Now  supposing  that  to-morrow  every  man,  woman, 
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and  child  were  put  in  a  position  to  obtain  whatever 
they  desired  merely  by  the  wishing  for  it,  is  it  likely 
that  all  would  desire  the  same  things,  or  the  same 
amount  of  things?  Most  people  have  a  particular 
bent,  and  all  their  desires  and  gratifications  would 
be  subservient  to  that  bent.  A  literary  man  would 
not  desire  facilities  for  hunting,  nor  a  hunting  man 
facilities  for  making  money  in  trade,  and  it  is  to 
this  inequality  in  desire,  and  the  amount  of  desire 
naturally  implanted  in  man  that  inequality  in  value 
in  exchange  springs.  Inequality  in  value  springs 
from  an  unequal  desire  combined  with  an  unequal 
power  of  obtaining  wealth. 

The  desire  to  be  rich  is  not  merely  different  in 
different  people,  but  the  difficulties  in  the  way  of 
obtaining  riches  augments  the  difference  in  the 
desire  to  obtain.  Many  a  man  desires  to  be  rich, 
but  the  trouble  necessary  to  obtain  riches  more 
than  compensates  in  his  mind  the  advantages  of 
riches  when  obtained. 

The  labourer  who  produces  the  hat  prefers  less 
work  and  less  wealth  to  more  work  and  more  wealth 
and  shows  his  preference  by  remaining  a  labourer. 
It  is,  of  course,  open  to  him  and  any  other  man  to 
rise  to  a  higher  standpoint  in  the  business,  but  he  is 
either  unable  to  rise  through  ignorance,  or  having 
the  ability,  lacks  the  power  to  express  his  desire 
through  a  preference  for  idleness. 

The  fact,  then,  of  this  unequal  value  showing  itself 
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so  distinctly  coupled  with  the  fact  that  many  a  man 
prefers  poverty  and  idleness  to  wealth  and  work 
leads  me  to  the  conclusion  that  our  wants  are  never 
satisfied  ;  that  exchange  proves  that  classes  of  men 
are  unequally  rich,  and  that  we  shall  not  be  far 
wrong  in  assuming  that  some  men  are  not  satisfied. 
That  while,  ideally,  all  people  are  equally  desirous 
to  be  rich,  they  are  not  really  so,  and  as  riches  come 
in  proportion  to  the  trouble  we  take  to  get  them,  so 
as  many  do  not  take  the  trouble,  or  perhaps  I  should 
say,  as  all  people  do  not  take  an  equal  amount  of 
trouble,  so  there  must  be  a  great  quantity  of  unsatis- 
fied desire  in  existence. 

4. — Inequality  of  wealth  is  concomitant  with  exchange. 
— Nothing  shows  better  the  impossibility  of  sepa- 
rating the  ideas  wealth  and  value  than  this  proposi- 
tion, and  what  I  said  concerning  the  last  proposition, 
namely,  that  our  wants  are  never  satisfied. 

I  argued  that  last  proposition  on  the  ground  of 
inequality  of  value  in  exchange,  and  now  I  say  that 
there  is  inequality  of  wealth  in  all  States  where 
goods  are  bought  and  sold  by  reason  of  inequality 
of  value  being  essential  to  the  buying  and  selling. 
Inequality  in  subjective  wealth,  that  is  to  say,  in 
wealth  considered  as  desire,  and  the  exertions  made 
to  satisfy  it  is  the  cause  of  the  exchange  of  objective 
wealth,  that  is,  commodities,  and  the  result  is  in- 
equality in  the  amount  of  .objective  wealth,  that  is, 
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commodities,  and  the  result  is  inequality  in  the 
amount  of  objective  wealth  possessed  by  each 
individual. 

That  this  is  so  is  undoubtedly  more  obvious  than 
the  converse  ideal  proposition.  It  is  very  hard  to 
argue,  assuming  equality  of  value  to  be  essential  to 
exchange,  that  those  who  exchange  must  therefore 
be  equally  wealthy,  because  although  admittedly 
they  are  equally  wealthy,  qua  the  goods  exchanged, 
yet  it  does  not  therefore  follow  that  they  are  equally 
wealthy  qua  the  goods  they  do  not  exchange,  or,  to 
put  it  in  plain  language,  the  fact  that  I  buy  a  hat 
proves  that  I  and  the  hatter  are  equally  wealthy, 
qua  that  bargain,  but  I  may  be  able  to  make  other 
bargains  with  other  people  which  the  hatter  cannot 
make,  and  I  may  be,  consequently,  richer  than  the 
hatter.  This  consideration  shows  the  power  of 
altruism  in  argument.  As  long  as  the  proposition 
was  egoistic,  and  confined  to  the  bargain,  it  was 
simple  and  obvious,  the  moment  you  go  beyond  the 
bargain  you  are  able  to  contradict  what  before  was 
patently  true. 

But  to  get  back  to  the  proposition,  I  say  that 
as  exchange  involves  inequality  of  value,  therefore 
riches  and  poverty  must  result  from  it.  If  on  every 
bargain  I  get  a  profit,  it  stands  to  reason  that  the 
person  with  whom  I  bargained  made  a  loss,  or 
idealism,  as  such,  does  not  exist ;  but,  I  think,  the 
preceding  chapter  shows  that  it  does.  But  it  may 
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be  argued  that  while  what  I  bought  was  more 
valuable  to  me  than  what  I  sold,  the  article  I  sold 
was  more  valuable  to  the  man  to  whom  I  sold  it 
than  what  he  gave  me,  and  that,  consequently,  both 
got  rich. 

Now  when  I  say  that  if  I  get  a  profit  the  other 
man  gets  a  loss,  I  say  it  upon  the  ground  that  other 
people,  the  people  who  took  no  part  in  the  exchange, 
would  say  so.  It  is  not  a  question  of  my  value  for 
my  goods,  or  the  value  of  the  man  from  whom  I  buy 
for  his  goods,  but  the  value  of  those  goods  to  some- 
one who  had  neither  part  nor  lot  in  the  transaction. 

The  outside  world  put  a  value  on  all  goods  bought 
and  sold,  and  every  transaction  takes  place  upon  a 
consideration  of  what  the  outside  world  think,  whose 
value  is  called  market  value,  and  the  man  who  most 
truly  gauges  the  opinion  of  that  outside  world,  and 
gives  less  than  what  they  would  give  gets  a  profit, 
and  equally  also  the  other  man  gets  a  loss. 

If,  then,  gain  and  loss  is  continually  going  on  under 
and  by  means  of  exchange,  it  follows  that  the  static 
wealth  of  the  community  is  constantly  fluctuating ; 
that  wealth  does  not  always  remain  constant,  nor  is 
it  fixed  in  the  quantity  of  goods,  the  quantity  may 
remain  the  same,  but  the  value  may  fluctuate,  and 
value  being  the  estimation  of  wealth,  a  man  may  be 
rich  one  day  and  poor  the  next,  although  his  posses- 
sions may  be  the  very  same  in  quantity  upon  both 
days. 
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Now  suppose  for  a  moment  that  the  quantity  of 
goods  in  the  country  remained  stationary,  that  there 
exists  a  given  quantity  equally  distributed  among 
all  classes,  and  exchange  is  suddenly  permitted,  what 
must  happen  if  inequality  of  value  is  essential  to 
exchange  ?  Some  people  will  give  a  greater  quantity 
in  value  and  get  a  lesser  quantity  in  value,  and  the 
result  must  inevitably  be  riches  and  poverty.  Some 
will  be  richer  than  others.  If,  then,  this  result  must 
take  place  under  the  conditions  suggested,  is  it  not 
certain  to  take  place  under  the  ordinary  conditions, 
even  where  we  do  not  start  off  equally  wealthy  ? 
What  reason  can  be  conceived  to  alter  such  a  result, 
when  the  fundamental  reason  which  produces  the 
result  remains  constant  and  perpetually  operating. 

I  cannot  conceive  any  reason,  and  it  is  for  this 
reason  I  say  that  as  long  as  exchange  lasts  so  long 
must  riches  and  poverty  exist,  and  all  scheming  to 
create  equality  must  inevitably  lead  to  destruction, 
"The  poor  ye  have  always  with  you,"  which  I 
take  as  a  statement  that  equality  of  wealth  cannot 
possibly  be  brought  about  by  any  mundane  means. 

It  will  be  seen,  then,  that  riches  and  poverty  must 
result  from  exchange,  and  if  so  it  follows  that  the 
expenditure  of  the  rich  is  absolutely  necessary  to  the 
employment  of  the  poor,  because  the  employment  is 
brought  about  by  means  of  exchange.  The  man  who 
makes  goods  makes  them  to  sell,  and  he  does  not 
sell  them  till  he  can  do  so  at  a  profit,  and  if  he  sells 
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them  at  a  profit  he  continues  to  employ  labour,  if  at 
a  loss  he  goes  bankrupt,  and  ceases  to  employ 
labour ;  therefore,  it  stands  to  reason  that  until  there 
is  inequality  in  exchange,  labour  will  not  be  em- 
ployed, and  therefore  until  the  rich  employ  the  poor, 
the  poor  must  remain  unemployed  under  exchange. 

The  reason  why  this  most  obvious  truism  was  so 
scoffed  at  by  idealists  was  because  the  people  who 
put  it  forward  always  tried  to  back  the  idea  up  by 
illustrations  drawn  from  life  in  the  country.  They 
looked  at  rich  squires  employing  hundreds  of 
labourers  and  grooms  of  all  sorts,  and  then  argued 
that  the  ruin  of  the  landlord  meant  the  ruin  of  all 
these  dependants,  which  is  perfectly  true,  but  what 
is  true  here  is  true  all  over  a  commercial  State,  when 
inequality  of  value  is  of  the  essence  of  exchange.  If 
exchange  only  takes  place  because  one  man's  goods 
are  worth  more  than  another's,  it  follows  that  the 
man  whose  goods  are  least  in  value  is,  and  may  be 
truly  said  to  be,  employed  by  the  man  whose  goods 
are  most  in  value.  It  is  the  man  whose  goods  are 
most  valuable  who  has  to  be  induced  to  part  in 
order  that  commerce  may  go  round,  and  to  this 
extent  the  expenditure  of  the  rich  is  essential  to  the 
employment  or  continued  employment  of  the  poor. 

But,  again,  another  point  becomes  clearer  to  the 
view,  and  that  is,  that  all  consumers  are  not  ex  vi 
termini  producers,  by  which  I  mean  that  some  people 
consume  more  than  they  produce,  and  exchange  is 
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the  result  of  their  doing  so.  It  is  not  simply  a 
question  whether  all  people  are  producers  and  con- 
sumers, but  a  question  whether  they  are  more  one 
than  the  other. 

Now  it  will  doubtless  strike  many  readers  as  some- 
what difficult  to  consider  this  inequality  in  wealth  as 
always  subsisting.  They  will  argue  that  if  it  does 
occur,  that  exchange  involves  inequality  of  value, 
then  when  exchange  has  taken  place,  the  wealth  is 
merely  shifted  from  the  rich  to  the  poor,  that  the 
rich,  by  spending  in  order  to  supply  a  continuity  of 
labour  to  the  poor,  must  themselves  ultimately  be- 
come poor,  and  when  the  riches  are  spent,  the  poor 
must  cease  to  labour,  and  a  social  cataclysm  must  be 
the  result. 

It  is  therefore  necessary  that  we  should  understand 
why  it  is  that  this  does  not  take  place.  At  times  it 
does,  there  are  times  of  panic  when  the  riches  of 
rich  are  suddenly  supposed  to  be  eclipsed,  but  these 
times  are  few  and  far  between,  and  therefore  we 
must  look  for  a  better  reason.  But  before  passing 
away  from  the  consideration  of  panic,  as  being  the 
abstraction  of  the  riches  from  the  rich,  I  would  point 
out  that  the  cycles  of  trade  are  caused  by  the  same 
thing  as  a  panic,  only  the  cause  operates  slowly 
instead  of  instantaneously,  the  withdrawal  of  credit 
slowly  and  by  degrees,  is  that  which  causes  trade  to 
run  in  cycles.  Credit  mounts  higher  and  higher,  and 
then  a  pitch  is  reached  when  caution  is  necessary, 
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and  it  begins  slowly  to  contract,  and  while  it  does  so, 
profits  fall. 

There  are  two  reasons  why  the  expenditure  of  the 
rich  being  necessary  to  the  employment  of  the  poor, 
the  rich  do  not  cease  to  be  rich. 

The  first  is  that  the  rich  themselves  have  an  in- 
fluence on  other  rich  people,  the  value  of  the  same 
things  among  the  rich  is  greater  than  the  value  of 
the  same  things  among  the  poor,  and,  consequently, 
being  rich,  people  are  able  to  spend  more  freely  and 
with  less  loss  of  riches.  The  riches  of  the  rich 
depend  upon  other  rich  people  just  as  the  poverty  of 
the  poor  is  caused  by  other  poor  people. 

There  is  a  pitch  of  wealth  beyond  which  all  ex- 
penditure is  more  or  less  useless,  and  the  power  of 
spending  increases  in  a  greater  ratio.  As  you  get 
past  the  pitch  at  which  you  live,  the  power  of  spend- 
ing increases  at  a  greater  ratio  than  the  things  upon 
which  you  can  spend  your  money,  and  this  in  a  great 
measure  retards  the  pauperization  of  the  rich  by 
exchange. 

But  there  is  another  reason  more  simple  of  com- 
prehension and  easier  to  explain,  and  that  is,  that 
the  expenditure,  the  excess  resulting  from  the  in- 
equality goes  into  the  pockets  of  a  class  who  save  it, 
whose  business  is  to  save  it,  and  whose  business  is 
to  employ  what  they  save  at  a  profit,  and  by  so  doing, 
they  become  rich,  and  ultimately  join  the  ranks  of 
those  whose  expenditure  has  made  the  fortune  of 
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others.  The  wealth  of  the  rich  is  being  continually 
kept  up  by  the  absorption  of  the  wealth,  of  the 
merchant  and  manufacturer. 

There  is  a  continual  consumption  and  reproduction 
of  wealth  going  on,  and  it  is  by  the  means  I  have 
pointed  out  that  the  pauperization  of  the  rich  in 
consequence  of  the  inequality  in  value  in  exchange, 
is,  to  a  great  extent,  obviated. 

The  moment  you  begin  to  see  the  rich  getting 
fewer  or  poorer,  you  may  assume  that  the  decay  of 
wealth  in  the  State  is  increasing,  that  the  people 
generally  are  getting  poorer.  A  fact  abundantly 
proved  in  London  by  the  report  of  the  Executive 
Committee  appointed  by  the  metropolitan  members 
of  Parliament  to  inquire  into  the  distress  existing  in 
London  at  the  time  I  am  writing.  I  am  quoting 
from  an  article  in  a  London  daily  for  the  I5th 
April,  1886,  on  that  report :  "  Alms  cannot  help  the 
rich  to  revive  their  establishments,  or  men  of  busi- 
ness to  recover  their  trade,  and  the  growth  of  dis- 
tress upwards  instead  of  downwards  is  a  novel 
feature  that  sufficiently  points  to  the  nature  of  its 
causes.  The  whole  nation  is  suffering,  and  the  con- 
dition of  the  poor  only  reflects  the  general  state  of 
things." 

Inequality  of  exchange  being  a  reality  of  life, 
ideal  legislation  on  the  basis  of  equality,  in  exchange, 
is  the  cause  of  poverty. 

But  another  reason  is  to  be  found,  more  especially 
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in  England,  for  the  constancy  of  the  riches  among  the 
rich,  and  that  is  the  law  of  primogeniture ;  nothing 
that  I  know  of  has  had  so  potent  an  influence  in  in- 
creasing the  wealth  of  this  country  as  that  law.  It 
is  a  law  founded  upon  the  admitted  existence  of 
inequality  in  life,  and  it  is  a  law  which,  from  an 
economical  point  of  view,  has  a  most  powerful  effect 
in  keeping  up  that  inequality  of  wealth  which  is 
essential  to  exchange.  It  is  a  law  of  differentiation, 
and  therefore  of  progress.  All  progress  is  the  result 
of  differentiation  in  this  world.  In  the  image  of  God, 
created  he  man,  male  and  female,  created  he  them ; 
that  is  to  say,  the  division  or  differentiation  into  male 
and  female  is  the  cause  of  growth. 

In  considering  the  effect  of  the  law  of  primogeniture 
upon  wealth,  regard  must  not  merely  be  had  to  its 
effect  upon  those  who  it  affected,  but  upon  all 
classes. 

The  effect  is  not  merely  in  making  one  man  rich 
and  another  poor,  but  it  has  an  effect  in  raising  the 
tone  of  society,  in  increasing  the  style  of  living  and 
the  general  expenditure,  not  only  of  those  who  are 
eldest  sons,  but  of  their  intimates  and  acquaintances. 
It  puts  some  people  in  better  positions,  not  merely 
in  the  hope  and  trust  that  they  may  use  those 
positions  for  good,  but  knowing  that  their  ex- 
penditure is  a  necessity  to  wealth  by  exchange.  It 
puts  some  persons  in  a  better  position  than  others, 
in  order  not  that  those  who  are  better  off  may  be 
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benefited,  but  that  those  who  are  worse  off  may  get 
a  benefit  by  exchange.  It  increases  the  riches  of 
one  class  in  order  that  the  others  may  be  enabled  to 
become  so  by  being  compelled  to  differentiate  their 
labour.  It  compels  the  people  who  produce  and 
exchange  to  band  together  in  order  to  save  them- 
selves trouble.  It  shows  them  more  clearly  the 
advantages  of  combination,  and  enables  them  to  get 
greater  wealth  by  so  combining  than  they  would  be 
able  to  obtain  did  they  each  work  separately  and  for 
himself. 

5.  Profit  and  loss  result  from  exchange. — From  what 
I  have  said  concerning  inequality  of  value  in  ex- 
change, it  is  of  course  clear  that  a  profit  or  a  loss 
may  result  from  exchange.  If  a  man  sells  a  hat  for 
a  sovereign,  and  the  value  of  the  hat  to  others  is  less 
than  the  value  of  the  sovereign,  it  stands  to  reason 
that  he  has  made  a  profit,  he  can  get  more  things 
with  the  sovereign  than  he  could  ever  have  done 
with  the  hat,  and  that  is  called  profit. 

It  would  hardly  be  necessary  to  say  anything 
concerning  this  proposition,  where  it  not  that  I  have 
introduced  it  as  the  opposite  of  the  ideal.  We  have 
seen  that  ideally  there  is  no  profit  in  exchange,  and 
it  follows  therefore  that  there  really  is,  but  I  have  an 
additional  remark  to  make  about  profit,  and  that  is 
about  its  amount. 

I  have  said  that  the  values  are  unequal,  and  that 
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the  inequality  is  called  profit  or  loss  according  as 
it  is  on  one  side  or  the  other.  The  hatter  I  have 
considered  as  making  a  profit  by  the  sale  of  his  hats. 
I  have  also  pointed  out  that  the  profit  is  caused  by 
other  people  valueing  the  sovereign  at  a  higher  rate 
than  the  hat,  and  that  the  other  people  who  valued 
the  hat  were  the  hatter  and  his  labourers,  they 
having  proved  their  value  for  it  by  the  cost  of  its 
production.  Now  the  reader  will  see  that  profit  is 
the  result  of  differentiating  cost  of  production  and 
price. 

Cost  of  production  may  be  high  or  low,  and  price 
may  be  high  or  low,  but  the  profit  depends  upon  the 
difference  between  of  cost  production  and  price.  To 
get  a  profit  you  must  differentiate  those  two,  either 
lower  your  cost  of  production,  price  remaining  the 
same,  or  raise  price,  cost  of  production  remaining  the 
same,  and  then  you  will  increase  your  profits. 

Therefore,  the  amount  of  inequality  or  profit  in 
exchange  is  the  difference  between  cost  of  production 
and  price,  and  this  varies  not  merely  from  one  trade 
to  another,  but  from  one  person  to  another,  because 
people  do  not  all  carry  on  business  in  precisely  the 
same  way  and  small  differences  tell,  and  because  the 
more  you  increase  your  business,  the  more  you  can 
differentiate  your  labour,  so  as  to  lower  wages  and 
cost  of  production,  and  the  more  you  can  therefore 
differentiate  cost  of  production  and  price.  Assuming, 
then,  that  price  remains  constant,  a  unification  of 
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labour  such  as  you  get  from  Free  Trade  must  in- 
crease profits  because  it  gives  less  return  to  labour. 
But  prices  do  not  always  remain  constant,  and  if 
they  fall  then  it  stands  to  reason  that  the  benefit 
derived  from  differentiating  labour  may  be  abstracted 
in  exchange,  and  cheaper  labour  may  possibly  mean 
less  profit,  by  reason  of  the  approach  of  cost  of 
production  and  price.  The  object  of  every  business 
man  is,  then,  to  force  cost  of  production  and  price  as 
far  apart  as  possible. 

Before  going  on  with  the  deductions  from  the  real, 
it  will,  I  think,  be  useful  to  point  out  to  my  reader 
what  is  really  meant  and  understood  by  profit  and 
loss. 

It  is,  perhaps,  ridiculous  to  assert  that  profit  and 
loss  result  from  exchange,  and  yet  not  to  inform  the 
student  what  is  meant  by  profit  and  loss. 

The  man  who  sells  a  quarter  of  corn  for  405 
may  be  said  to  have  got  a  profit  or  a  loss  for  one  of 
two  reasons.  He  may  have  got  a  profit  because  the 
cost  of  production  of  the  corn  to  him  was  305,  or  he 
may  also  be  said  to  have  got  a  profit  because  405 
was  more  than  the  market  price  of  corn  at  the  time. 
Now  this  last  reason  is  a  purely  ideal  one,  it  supposes 
that  the  market  price  is  such  as  to  allow  a  profit,  and 
that  the  man  who  sold  above  that  price  got  more 
than  the  usual  profit,  but  it  is  obvious  that  the  latter 
reason,  as  a  reason,  is  based  upon  the  former,  namely, 
the  difference  between  cost  of  production  and  price. 
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The  first  reason  is  the  one  upon  which  profit  or  loss 
in  any  transaction  may  be  asserted,  and  the  latter 
reason  affords  some  ground  for  asserting  a  greater 
or  less  degree  of  profit.  But  I  think  this  hardly 
explains  what  profit  is  in  itself. 

Profit,  then,  is  the  excess  quantity  obtained  by 
an  alteration  in  value.  I  am  obliged  to  say  excess 
quantity  because  I  am  considering  profit  in  exchange. 

Suppose  two  tons  of  coals  exchange  for  one 
quarter  of  corn,  here  it  will  be  seen  are  definite 
quantities  of  goods,  two  tons  and  one  quarter,  the 
quantities  are  not  equal  but  they  are  definite.  Should 
it  then  happen  that  the  value  of  corn  rises,  it  follows 
that  a  less  quantity  of  corn  will  still  purchase  two 
tons  of  coals.  It  therefore  may  happen,  that  a  man 
who  owns  corn,  merely  by  owning  it  becomes  able 
one  day  perhaps  to  get  a  greater  quantity  of  other 
goods  with  it,  and  it  is  this  greater  quantity  which  I 
call  excess  quantity,  which  is  his  profit.  It  is  not 
the  difference  between  one  quarter  and  two  tons,  but 
between  the  amount  of  coals  which  can  be  bought 
one  day  and  the  amount  which  can  be  bought  the 
next  day.  Time  is  the  a  priori  of  profit  or  loss.  It  is 
therefore  plain  that  the  profit  which  a  man  has  is 
measured  by  those  things  which  he  has  not  got,  but 
can  get,  that  is,  by  price,  see  the  definition  of  price 
given  later  on  as  potentiality  of  getting.  The  profit 
in  buying  corn  depends  upon  what  you  can  get  for  it. 

One  word  of  caution  to  my  reader,  and  that  is,  do 
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not  suppose  I  am  using  value  with  any  of  the 
meanings  currently  given  to  it  by  economists,  by 
value  I  merely  mean  the  amount  of  desire.  In 
assuming  the  value  of  corn  to  rise,  I  merely  mean 
people  desire  it  more  than  they  did  at  a  previous 
time. 

Now  I  must  lay  great  stress  upon  this  statement 
about  profit,  because  the  few  words  I  have  to  say 
about  Protection  will  be  based  upon  the  increased 
quantity  obtained  or  not  obtained,  consequent  upon 
an  alteration  in  the  desire  of  the  public  for  the 
goods. 

Unless  you  thoroughly  understand  the  means  by 
which  profit  arises  in  exchange,  and  what  the  profit 
is  which  arises,  you  cannot  understand  the  object 
which  Protection  aims  at.  It  is  very  easy  to  abuse 
what  you  do  not  understand,  and  the  only  fault  I 
have  to  find  with  current  economy  is  that  it  abuses 
that  which  it  does  not  understand.  Economists,  as 
a  rule,  are  like  children,  who  hit  and  scold  a  table 
when  they  run  against  it.  If  they  had  tried  to 
understand  the  aim  and  objects  of  Protection  they 
might  possibly,  I  don't  say  they  would,  have  ceased 
to  scold  and  abuse  it,  and  perhaps  have  seen  that 
the  scolding  arose  from  their  own  ignorance.  The 
abuse  and  scolding  perhaps  should  have  been 
addressed,  not  perhaps  to  the  system,  qua  a  system, 
but  to  its  upholders,  who  failed  to  have  a  reason  for 
the  faith  that  was  in  them. 


290  POLITICAL    ECONOMY. 

Profit,  then,  is  the  excess  of  supply  on  exchange, 
measured  by  our  power  of  getting  it ;  that  is,  by  price. 

6.  There  is  always  an  excess  of  supply  under  exchange. 
— I  am  here  speaking  of  an  excess  as  being  the 
result  of  exchange,  and  I  wish  therefore  to  point  out 
that  although  every  exchange  involves  an  excess,  yet 
it  is  quite  possible  to  imagine  that  excess  consumed 
reproductively.  I  do  not  say  it  will  be  so  consumed, 
but  it  may  be.  As  a  rule  the  excess  is  devoted 
partly  to  consumption,  and  partly  to  reproduction ; 
but  with  what  is  done  with  it  I  have  at  present  no 
concern. 

There  is  always  an  excess  of  supply  under  exchange, 
for  three  reasons  : — 

First,  because  the  desire  of  the  buyer  of  an  article 
for  it  is  proved  by  the  fact  of  purchase  to  have 
been  greater  than  the  desire  of  any  other  person, 
and  inasmuch  as  that  desire  is  only  capable  of 
proof  by  reason  of,  and  when  it  is  expressed  in 
objects  capable  of  being  consumed,  it  follows  that 
the  desire  of  the  purchaser  being  greater  than 
anyone  else,  he,  the  purchaser,  is  willing  to  give 
more  objects,  that  is,  a  greater  quantity  of  commodi- 
ties, capable  of  and  fitted  for  consumption  than 
anyone  else.  Therefore  he  gives  more  than  he  gets, 
and  this  is  what  I  understand  by  excess  of  supply. 

Secondly,  because  the  proof  of  the  preceding 
reason  lies  in  cost  of  production,  and  price,  as  I  have 
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mentioned  before.  Speaking  generally,  the  cost  of 
production  of  articles  of  commerce  must  be  less  than 
their  price,  or  commerce  would  cease  to  exist.  But 
cost  of  production  is  the  proof  given  by  producers  of 
the  amount  of  their  consumption.  It  represents  the 
trouble  they  take  to  make  and  obtain  consumable 
goods  of  all  sorts,  and  as  what  they  get  by  the  sale 
of  them,  viz.,  price  is  of  greater  value  than  that 
which  they  express  by  the  production  of  the  goods 
themselves,  it  stands  to  reason  there  must  be  an 
excess  of  supply.  As  the  producers  prove  their 
amount  of  consumption  by  cost  of  production,  and 
consumers  prove  their  amount  of  consumption  by 
price,  and  as  price  is  greater  than  cost  of  production, 
so  there  is  and  must  be  excess  of  supply  by  exchange. 

Thirdly,  I  may  say,  that  there  is  an  excess  of  supply 
in  every  exchange,  or  in  exchanges  generally,  because 
the  fact  that  we  add  to  production  proves  the 
existence  of  something  which  we  desire  to  buy,  and 
at  the  time  of  production  are  without  the  means  of 
obtaining ;  that,  consequently,  there  is  always  an 
excess  of  supply.  Now,  perhaps,  this  last  argument  is 
the  most  important  of  all,  because  it  is  an  argument 
in  which  the  consideration  of  time  is  involved,  and 
so  shows  that  fallacy  which  underlies  the  eternity 
arguments  of  equality  economists. 

We  add  to  production  because  we  want  to  buy 
something.  Goods  are  in  the  market  to  be  sold  and  we 
are  unable  to  buy  them,  and  so  we  go  on  producing 
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in  the  hope  that  we  may  be  able  with  the  produce 
to  get  what  we  want  by  means  of  exchange. 

Time,  as  I  have  mentioned  before,  is  the  object 
sought  for  by  capital,  and  therefore  when  I  say  that 
the  continuance  of  production  proves  the  existence 
of  that  which  we  desire  to  buy,  it  shows  not  only 
that  there  is  something  which  has  been  produced  and 
is  not  sold,  but  also  that  all  that  has  been  produced 
has  not  been  consumed  in  the  same  or  in  an  equal 
time  with  that  which  was  taken  up  and  occupied  in 
its  production,  or  that  things  are  produced  more 
rapidly  than  they  are  consumed.  If  things  are 
produced  more  rapidly  than  they  are  consumed,  it 
must  follow  that  there  is  an  excess  of  supply  so  long 
as  production  continues. 

Why  does  a  man  invest  his  capital  in  business  ? 
Is  it  not  because  of  the  return  he  gets,  a  return 
which  he  does  not  get  until  his  goods  are  sold,  so 
that  he  is  compelled  to  live  on  that  which  has  been 
previously  produced  in  order  that  his  capital  may 
have  its  return.  A  manufacturer  cannot  continue 
production  without  capital,  he  cannot  go  on 
employing  men  without  paying  them,  or  what  is 
the  same,  giving  them  the  means  of  living  until  the 
production  is  complete,  and  the  goods  are  ready  for 
sale.  Therefore,  the  fact  that  he  goes  on  employing 
them  proves  that  production  had  previously  exceeded 
the  consumption,  that  consumption  did  not  proceed 
so  rapidly  as  production ;  if  it  had  done  so  then  we 
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could  not  continue  to  employ  other  people.  He 
might  work  himself,  but  he  could  not  employ  others. 
The  continued  employment  of  others,  to  which 
capital  is  a  necessity,  proves  an  excess  of  supply  in 
past  production,  and  the  fact  that  people  use  capital 
to  employ  others,  proves  the  existence  of  something 
which  they  desire  to  buy,  that  is  to  say,  goods  unsold, 
and  those  goods  unsold  I  call  excess  of  supply,  that 
being,  in  my  humble  opinion,  a  more  reasonable  ex- 
pression to  apply  than  that  of  ill-assorted  production. 

7.  Capital  as  a  product  of  exchange  is  the  result  of 
spending. — Capital  it  is  seen  is  an  excess  of  supply, 
or  an  excess  which  arises  under  exchange  in 
consequence  of  the  inequality  which  is  concomitant 
with  exchange. 

This  excess  comes  from  the  consumer  spending 
or  consuming  more  than  the  producer  in  any 
exchange.  If  the  value  of  the  sovereign  is  greater 
than  the  hat,  as  is  proved  by  the  continued  existence 
of  the  manufacturer  of  hats,  then  it  follows  that  the 
consumer  spends  more  at  all  events  when  he  buys  a 
hat  than  the  hatter,  and  it  is  this  amount  which  is 
spent  by  the  consumer  when  he  buys  a  hat  in  excess 
of  what  the  producer  spent  in  making  it  which  is 
called,  or  more  correctly  results  in,  capital  to  the 
producer. 

Therefore  I  say  that  capital  is  the  result  of 
spending,  not  of  saving.  The  fact  that  A  spends 
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more  to  get  a  hat  than  B,  produces  capital.  It  is, 
of  course,  equally  easy  to  say  that  B  spends  less 
than  A  and  gets  capital  in  consequence,  and, 
therefore,  capital  is  the  result  of  saving;  to  argue 
thus  is  true,  but,  at  the  same  time,  it  is  an  egoistic 
view  of  the  matter  and,  therefore,  is  ideal.  It  is 
merely  the  argument  which  shows  how  B  gets 
capital,  and  not  how  capital  results  from  the  exchange 
which  take  place  between  himself  and  A.  It  is  an 
explanation  how  capital  may  arise,  but  it  is  not  an 
explanation  of  how  capital  does  arise  under  exchange. 
Here  I  am  dealing  with  exchange,  and  the  results  of 
exchange,  and  therefore  to  define  that  which  is  by 
exchange  as  something  which  may  exist  without 
exchange  is  not  to  define  it  at  all. 

Capital  results  from  exchange.  Exchange  is  the 
a  priori  of  consumption,  something  which  goes  before 
and  is  of  necessity  involved  in  the  idea,  and  therefore 
to  define  capital  as  being  the  result  of  production  or 
saving  is  to  define  it  as  being  an  a  priori  of  exchange, 
but  a  thing  can  hardly  be  both  a  resultant  or  an 
a  posteriori,  and  also  a  cause  or  a  priori ;  unless  you 
eliminate  that  from  which  it  is  a  resultant,  namely, 
exchange,  ergo,  capital  not  obtained  by  exchange  is 
saved,  capital  obtained  bv  exchange  is  the  result  of 
spending. 

8.  All  capital  is  not  consumed. — The  expression 
unemployed  capital  is  almost  sufficient  to  show  that 
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capital  is  not  of  necessity  employed  in  production. 
When  a  man  has  got  capital  he  can  do  three  things 
with  it,  he  can  employ  it  in  production,  that  is  to 
say,  he  can  turn  it  into  fixed  capital,  or  he  can  pay 
wages  with  it,  that  is  to  say,  make  it  circulate,  or  he 
can  employ  it  in  consumption,  or  in  a  word,  spend  it 
on  himself.  In  whatever  of  the  three  ways  he  uses 
it  he  may  be  said  to  employ  labour.  If  he  turns  it 
into  machinery  or  makes  it  fixed  capital,  he  not  only 
employs  labour  to  make  the  machinery,  but  also 
the  machines  require  labour  to  work  them,  and  so 
may  be  said  to  employ  labour.  If  he  spends  the 
amount  in  wages  he  also  employs  labour,  for 
presumably  he  does  not  give  wages  to  the  idle,  and 
if  he  spends  it  on  himself  he  employs  labour, 
because  he  pays  other  people  to  employ  labour  in 
order  to  produce  the  things  he  desires  to  consume. 
But  it  is  quite  unnecessary  that  a  man  should 
consume  his  capital  at  all ;  if  he  consumes  it,  those 
are  the  modes  of  consumption,  but  the  fact  that 
he  can  consume  his  capital  does  not  prove  that  he 
must  do  so.  The  object  of  obtaining  capital  is  to 
defer  consumption,  to  enable  a  person  to  postpone 
his  consumption  to  a  future  date,  and  if  he  gets 
capital  with  the  object  of  postponing  consumption, 
it  is  absurd  to  say  that  it  must  be  consumed.  But 
it  is  argued  he  consumes  it  differently  from  any 
other  consumption,  that  he  really,  when  getting 
capital,  differentiates  his  consumption,  that  is  to  say, 
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instead  of  merely  deferring  his  productive  consump- 
tion, he  reproductively  consumes  it,  that  is,  he 
spends  it  in  employing  labour  in  the  manufacture 
of  machinery  or  some  such  way.  Doubtless  the 
majority  of  capital  is  so  spent,  but  whether  or  no 
it  is  so  spent  a  great  deal  goes  in  promoting 
inequality  in  exchange,  in  increasing  consumption, 
or  in  discounting  bills,  which  is  the  same  thing  in 
the  purchase,  that  is,  by  the  payer  of  time  to  pay 
his  debts,  or  in  payment  of  less  than  the  stipulated 
price  to  the  seller. 

The  seller  tries  to  keep  up  his  credit  at  the  expense 
of  his  capital,  he  sells  his  goods  for  a  price,  and 
sooner  than  wait  for  the  time  of  payment  to  arise, 
and  his  price  to  be  fully  realized,  he  gets  a  discounter 
to  discount  the  bills  to  the  amount  of  the  price,  and 
the  result  is  that  he  gets  less,  and  the  discounter  of 
the  bills  gets  some  of  the  price  for  the  goods  in 
consideration  of  his  having  quickened  the  return  for 
capital.  Thus  it  will  be  seen  that  capital  and  the 
return  of  capital  move  in  inverse  ratio.  A  man  gives 
up  part  of  what  is  his  in  order  to  quicken  the  return 
of  capital,  and  why  does  he  do  so  ?  because  he  wants 
credit.  If  ideal  economy  were  true,  discounting 
bills  would  be  an  absurd  and  useless  amusement. 
If  there  was  no  more  credit  than  capital,  why  should 
a  man  part  with  his  capital,  and  thereby  with  his 
credit  ?  there  would  be  no  rhyme  or  reason  in  the 
matter,  but  sooner  than  sacrifice  his  credit  he  is 
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willing  to  give  up  a  portion  of  his  capital  to  save  it. 
He  quickens  the  return  of  his  price  or  capital  so 
that  he  may  save  his  credit ;  credit,  then,  shows  that 
all  capital  is  not  reproductively  consumed,  that  is, 
consumed  in  producing  fresh  goods,  a  great  deal 
being  laid  out  in  the  purchase  of  a  common 
commodity  called  time  or  credit.  But  it  will  be 
said  that  the  amount  given  to  the  discounter  of  bills 
is  not  capital,  I  answer,  it  is  part  of  the  excess  of 
supply  got  by  exchange.  If  the  trader  has  to  give 
more  discount  than  he  gets  excess  of  supply,  he  will 
infallibly  make  a  loss  and  become  bankrupt,  but  as 
long  as  there  is  a  margin,  however  small,  he  can  go 
on  trading,  and  though  the  margin  may  be  the 
smallest  conceivable,  yet  he  will  if  he  buys  his  time 
to  a  purpose,  get  a  good  profit  in  the  end.  Discount, 
then,  arises  from  excess  of  supply  in  exchange,  if 
there  were  no  excess  of  supply,  there  could  not 
possibly  be  any  discount. 

9.  Industry  is  not  limited  by  capital,  but  by  credit. — 
In  the  corresponding  ideal  section  I  have  gone  some- 
what fully  into  this  question,  and  it  only  remains  to 
say  a  few  words  about  it,  it  being  understood  that 
this  is  a  problem  in  exchange. 

If  it  is  necessary  that  I  should  possess  capital  in 
order  that  I  may  subsist  until  the  results  of  my  labour 
have  been  sold  or  exchanged,  can  it  be  said  to  be 
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still  necessary  when  B,  with  whom  I  exchanged  the 
products  of  my  labour,  is  also  working  to  produce 
that  something  upon  which  I  subsist,  until  I  return 
to  him  the  products  of  my  labour.  Is  B's  industry 
limited  by  the  extent  of  my  capital?  Again  the 
troublesome  question  so  inherent  in  capital  and  all 
discussions  connected  with  it  arises — time.  If  B 
will  not  give  me  the  proceeds  of  his  labour,  which  is 
my  subsistence,  until  I  have  completed  my  labour 
and  finished  my  work,  then  it  is  clear  that  I  must 
subsist  on  capital,  and  B  also  must  subsist  on  capital. 
If,  then,  both  of  us  must  subsist  on  capital,  that  the 
industry  of  both  is  dependent  upon  capital,  then 
labour  and  industry  are  undoubtedly  limited  by 
capital.  But  if  B  does  give  me  the  products  of  his 
labour,  which  are  my  subsistence,  in  return  for  the 
results  of  my  labour,  to  be  given  him  at  a  future  date, 
then  industry  is  not  limited  by  capital. 

Now  the  final  answer  to  this  question  lies  in  one 
thing,  and  that  is  trust.  Will  B  trust  A  until  a 
future  date.  Given  trust,  given  confidence,  given 
credit,  and  then  industry  is  not  limited  by  capital, 
or  rather  the  capital  by  which  it  is  limited  is  the 
mutual  trust  and  confidence  based  upon,  or  given 
for,  a  specified  time. 

Credit  is  the  fountain-head  of  that  industry  whose 
products  are  bought  and  sold  by  credit,  combined 
with  capital.  The  amount  of  employment  given  to 
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labour  is  limited,  and  that  is  the  reason  why  industry 
is  so  much  dependent  upon  the  output  of  gold,  gold 
being  the  backer  of  credit. 

It  will  be  as  well  to  consider  what  credit  is,  and 
how  it  is  obtained,  before  considering  how  labour  is 
employed  by  credit.  Credit,  then  (which  is  the  most 
priceless  possession  to  a  producer,  and  its  pricelessness 
is  measured  by  the  struggles  they  make  to  get  it),  is 
the  trust  which  A  has  not  in  B,  but  in  the  certainty 
of  the  remuneration  of  the  labour  of  B.  If  I  had 
any  credit  with  a  publisher,  he  would  publish  my 
books  without  asking  me  for  a  penny.  Why  ?  Is  it 
not  because  he  knew,  or  thought  he  knew,  that  the 
books  would  sell,  that  his  capital  would  return  to 
him,  and  he  should  find  it  after  many  days  ?  Credit, 
then,  is  trust  in  the  certainty  of  the  remuneration  of 
labour.  That  labour,  that  is  the  majority  of  labour, 
is  certain  of  its  reward  is  a  fact  which  presumably  no 
one  will  deny. 

Speaking  generally,  business  brings  profit.  It  is 
only  carried  on  when  it  does  bring  profit,  and  the 
fact  that  it  brings  profit  generates  credit,  and  enables 
A  to  trust  to  the  certainty  of  B  being  remunerated. 
In  the  majority  of  cases,  I  say,  the  reproductive  ex- 
penditure of  capital  is  not  certain  of  getting  a  return, 
and  hence  labour  cannot  be  reproductively  employed 
without  capital.  That  is  why  all  new  companies 
require  capital  to  start  them.  They  have  no  credit, 
therefore  they  cannot  employ  labour  save  with  capital. 
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Under  exchange  industry  is  limited  by  capital  in 
inverse  proportion  to  the  quantum  of  credit  in  exist- 
ence at  the  time.  The  greater  the  amount  of  your 
credit,  the  more  labour  you  can  employ.  You  can 
labour  under  exchange  without  capital  so  long  and 
to  such  an  extent  only  as  you  can  get  credit.  When 
once  your  credit  is  destroyed,  farewell  to  labour 
without  capital. 

Capital  and  credit,  therefore,  should  be  utilized 
together,  and  the  wise  man  is  he  whose  capital  is 
always  returning  to  him  quicker  than  his  credit  runs 
out.  Credit  is  eternal  as  long  as  it  is  governed  by 
the  periodical  return  of  capital.  The  quickness  or 
slowness  of  the  return  of  capital  has  nothing  what- 
ever of  itself  to  do  with  the  expansion  or  contraction 
of  employment  and  labour  that  is  governed  by  credit, 
and  credit  relies  not  upon  the  rapidity  of  the  turnover 
of  capital,  but  by  its  certainty.  The  more  certain 
the  return  of  capital,  the  greater  will  be  the  amount 
of  credit  obtained.  Consequently,  it  is  not  capital 
really  that  limits  industry,  but  the  certainty  of  the 
return  of  capital,  commonly  called  credit. 

If  you  read  carefully  what  Mill  has  said  on  the 
subject,  you  will  see  nothing  whatever  in  his  argu- 
ments about  credit.  His  argument  is  based  upon 
the  idea  that  there  is  always  an  equality  between 
capital  and  credit,  and  that,  consequently,  credit  has 
nothing  to  do  with  the  matter.  Credit  is  only  known 
to  Mill  as  the  concomitant  of  capital  by  how  much 
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you  have  capital  by  so  much  you  have  credit.  Now 
anyone,  without  knowing  much  about  trade,  knows 
that  there  is  always  more  credit  than  capital  in 
existence,  save  in  a  state  of  panic.  On  Black 
Monday,  in  the  City  of  London,  there  was  only  an 
equal  quantity  of  credit  and  capital.  No  one  was 
trusted  who  could  not  pay.  Credit  was  limited  by 
capital,  and  the  result  was  disaster. 

One  of  the  reasons  why  Protection  is  so  beneficial 
to  labour  is  because  it  renders  the  return  of  capital 
more  certain,  and  thereby  creates  credit,  and  with 
credit  labour.  It  enables  more  labour  to  be 
employed  with  the  same  quantum  of  capital,  first  by 
creating  credit,  and  secondly,  by  differentiating  pro- 
duction. It  makes  the  same  amount  of  capital  do 
twice  the  amount  of  work.  Naturally,  Mill  scoffs  at 
Protection  as  a  means  of  increasing  labour  because 
he  argued  that  capital  is  the  means  of  employing 
labour,  and  that  Protection  cannot  create  capital. 
Perhaps  it  cannot,  and  perhaps  it  can.  But  perhaps, 
aside,  it  certainly  can  increase  the  certainty  of  the 
return  of  capital,  and  by  so  doing  it  increases  labour. 
I  trust  my  reader  will  compare  Mill's  views  and 
these,  and  therefore  refer  him  to  Book  I.,  chapter  v., 
sec.  i. 

10.  But  every  increase  of  fixed  capital  abstracts  so 
much  labour,  and  so  may  be  said  to  limit  it. — The 
object  with  which  machinery  is  introduced  into 
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trade  is  to  get  rid  of  so  much  labour,  to  produce  a 
larger  quantity  of  goods  with  the  same  amount  of 
labour,  or  the  same  quantity  of  goods  with  less 
labour.  This  machinery  is  commonly  called  fixed 
capital,  and  it  is  a  proposition  which  requires  but 
little  illustration  to  prove  that  machinery  or  fixed 
capital  limits  in  the  sense  of  decreasing  the  labour 
of  those  employed  in  production. 

The  word  limit  is  one  which  is  capable  of  being 
employed  in  various  ways,  and  naturally,  when 
people  talk  of  the  limit  of  labour  and  capital,  as  the 
limit  of  labour,  and  so  on,  they  generally  mean  one 
thing,  probably  something  which  is  quite  true,  and 
those  who  disagree  with  them  mean  also  something 
which  is  quite  true,  the  difference  lying  in  the 
meaning  attached  to  the  word. 

This  reduction  in  the  amount  of  labour  is  naturally 
objected  to  by  the  working  classes  for  reasons 
sufficiently  obvious.  The  injury  done  to  them  is 
direct  and  palpable,  and  that  is  why  they  rise 
so  quickly  against  the  introduction  of  machinery. 
But  in  this,  as  in  many  other  cases,  the  evil  is 
productive  of  good  ;  but  this  good  is  not  so  clear  to 
the  mind  of  the  working  man,  because  it  is  only  an 
indirect  good,  while  the  injury  is>  a  direct  one. 
Moreover,  not  only  in  the  injury  direct,  and  the 
benefit  indirect,  but  in  general  the  benefit  is  less 
than  the  injury  to  the  working  man.  By  the  intro- 
duction of  machinery  in  labour,  and  wages  are 
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either  taken  away  or  reduced,  but  the  cheapened 
production,  consequent  upon  the  introduction  of 
machinery,  does  not  benefit  him  to  the  same  extent. 
His  consumption  of  the  article  in  question  is  but 
a  very  small  portion  of  his  outlay,  and  is  probably 
much  less  in  proportion  than  the  portion  of  his 
wages  that  are  abstracted,  as  may  be  instanced  by 
the  Irishman  who  came  to  Liverpool  and  com- 
plained of  the  dearness  of  geese,  which  he  said 
could  be  bought  for  is  in  Ireland,  and  which 
fetched  35  6d  in  Liverpool,  the  dearness  of  the 
commodity  was  the  cause  of  high  wages  and  power 
to  buy,  and  the  cheapness  of  the  commodity  was 
the  cause  of  low  wages  and  inability  to  buy.  More- 
over, it  must  be  borne  in  mind,  that  the  reason  why 
wages  rise  quicker  than  price  lies  in  the  greater 
number  of  consumers  than  producers. 

Price  and  wages  are  connected,  like  the  two  tubes 
of  a  barometer,  the  man  who  gets  the  price  being  the 
man  who  pays  the  wage ;  but,  unlike  the  barometer, 
the  wage-earning  tube  is  smaller  than  the  price- 
paying  tube  ;  consequently,  the  water  of  wages  must 
rise  quicker  under  pressure  than  the  price-paying 
tube,  and  that  is  the  root  of  the  injury  done  by 
machinery  ;  the  abstraction  of  wages  is  greater  than 
the  abstraction  of  the  price  of  the  commodities 
bought  with  the  wages,  and  consequently,  the  wage- 
earning  class  show  their  wisdom  by  objecting  to 
machinery. 
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Now  there  is  in  this  matter,  as  in  all  others 
connected  with  Political  Economy,  a  limit.  There 
comes  a  time  in  the  introduction  of  machinery,  and 
in  the  use  of  capital  in  business,  whether  fixed  or 
circulating,  when  the  introduction  of  fresh  capital 
ceases  to  exercise  a  beneficial  effect  to  the  employer 
of  labour,  or  an  injurious  effect  to  the  labourer. 

When  this  point  is  reached  wages  cease  to  fall, 
and  the  introduction  of  machinery  ceases  to  limit 
labour,  and  it  will,  I  think,  be  found,  when  this  point 
is  reached,  that  the  opposition  of  the  working  classes 
to  machinery  is  withdrawn.  One  of  the  causes  of 
strikes  is  withdrawn,  and  strikes  therefore  cease  to 
exist.  The  great  Chartist  riots  were  due  entirely  to 
this  limiting  of  labour  by  reason  of  the  introduction 
of  machinery,  and  prescience  could  only  have  known 
that  the  consumption  would  be  so  increased  as  to 
benefit  the  labourer  ultimately,  to  a  greater  extent 
than  he  was  injured.  The  benefit,  however,  was 
some  time  in  coming,  while  the  injury  was  present, 
and  felt. 

ii.  Why  countries  recover  quickly  from  devastation. — 
In  considering  this  proposition  from  an  ideal  point 
of  view,  we  have  seen  that  the  reason  why  such  a 
rapid  recovery  as  is  commonly  observed  cannot 
possibly  occur  was  because  commodities  cannot 
be  produced  quicker  at  one  time  any  more  than 
another,  and  less  after  a  time  of  universal  loss 
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than  at  a  time  when  everything  is  being  produced 
with  a  regularity  and  a  certainty,  which  comes  of 
peaceful  profit.  Now  if  this  is  ideally  true,  it  follows 
that  it  must  be  really  false,  but  the  question  remains 
to  be  answered,  why  it  is  so  ? 

The  reason,  then,  is  to  be  found  in  the  power  of 
employing  labour,  and  that  power  arises  from  credit, 
as  we  have  seen. 

After  a  country  has  been  devastated  credit  returns 
quickly  because  every  one  assumes  and  gives  every 
one  else  credit  for  endeavouring  to  repair  the  loss 
which  has  been  sustained. 

As  I  have  mentioned  before,  the  amount  of  capital 
has  nothing  whatever  to  do  with  the  employment 
of  labour,  what  has  to  do  with  it  is  the  certainty 
of  the  return  of  capital.  £100  will  employ  thousands 
if  only  the  certainty  of  return  is  such  as  induce 
people  to  give  credit  to  the  employer  of  labour,  and 
after  a  country  has  been  devastated  the  certainty  of 
the  return  of  capital  is  increased  to  such  an  extent 
as  to  induce  trust  to  any  amount.  Producers  know 
that  goods  are  wanted,  and  do  not  produce  on  a 
mere  speculation  as  to  the  desire  of  the  public  to 
buy.  It  is  this  certainty  of  finding  consumers  which 
renders  the  return  of  capital  certain,  and  therefore 
credit,  and  therefore  employment. 

Credit  arises  from  the  ability  to  obtain  circulating, 
not  fixed  capital  (from  Mill's  explanation  it  is,  of 
course,  obvious  that  he  alludes  to  fixed  capital  as  the 
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cause  of  rapidity  of  recovery  from  devastation),  and 
this  ability  to  obtain  that  desirable  object  is  due 
entirely  to  profit,  to  inequality  in  exchange.  The 
desire  to  possess  of  the  public  is  so  great  as  to  induce 
them  to  pay  a  higher  price  than  they  otherwise 
would  for  the  necessities  of  life,  and  with  that 
enhanced  price  comes  greater  profit  to  the  producer, 
or  greater  certainty  of  profit,  which  superinduces 
credit  and  enables  him  to  employ  more  workmen, 
and  to  turn  out  goods  with  much  greater  rapidity. 
The  stress  in  this  proposition,  as  I  pointed  out 
before,  should  be  laid  upon  the  word  quickly,  the 
question  is  the  rapidity  of  recovery,  and  therefore 
to  suppose  that  the  constant  reproduction  of  capital 
has  anything  to  do  with  it,  is,  it  seems  to  me,  to 
fail  to  see  the  point  of  discussion. 

Rapidity  of  production  can  only  come  from  inten- 
sity of  labour,  and  this  intensity  of  labour  can  only 
come  from  credit,  from  public  trust,  and  confidence 
in  the  success  of  the  labour,  and  the  profit  resulting 
to  the  employer  of  it. 

12.  Of  the  inverse  ratio  of  demand  and  supply. — In 
order  to  explain  this  it  is  necessary  to  go  back  to 
what  I  have  previously  said  concerning  price,  for,  as 
has  been  well  said  by  Mill,  supply  has  one  obvious 
meaning,  namely,  quantity  of  commodities  in  a 
market — but  not  so  demand. 

What,  then,  is  meant   by  demand  ?     Now  if  by 
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demand  I  were  to  say  that  I  meant  desire,  I  should 
naturally  be  met  by  Mill's  remark  that  a  beggar  may 
desire  a  diamond,  and  that  that  has  no  effect  upon 
price,  and  demand  is  admitted  to  have  such  an  effect. 
What,  then,  is  it  ? 

I  have  described  price,  meaning  price  paid,  as 
potentiality  of  obtaining  other  material  satisfactions  ; 
by  demand,  then,  I  mean,  not  the  potentiality,  but 
"  the  other  material  satisfactions,"  not  objects,  but 
sensation  represented  by  objects. 

When,  therefore,  I  say  demand  and  supply  move 
in  inverse  ratios,  I  mean  that  when  the  quantity 
of  one  commodity  is  reduced  in  any  market,  the 
quantity  of  satisfaction  to  be  got  from  the  other 
commodities  is  increased  pro  tanto  ;  or  you  may  put 
it  that  the  quantity  of  the  other  commodity  obtained 
in  an  exchange  is  lessened.  That  quantity  and 
satisfactoriness,  or  quality,  move  in  inverse  ratios, 
and  a  pound  will  buy  a  small  quantity  of  diamonds 
and  a  larger  quantity  of  wheat,  according  to  the 
respective  quantities  there  may  be  of  those  commo- 
dities in  the  market.  That  in  one  market  quantity 
moves  in  an  indirect  ratio  with  price. 

While,  then,  it  is  easy  to  see  that  as  the  quantity 
of  goods  in  a  market  is  reduced  so  the  price  rises, 
yet  it  is  difficult  to  understand  that,  therefore,  the 
price,  meaning  thereby  the  quantity,  of  the  other 
goods  given  in  exchange  rises  also.  That,  to  take 
for  instance  imports  and  exports,  as  the  price  of 
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exports  fall  so  the  quantity  of  goods  exported  gets 
larger,  and  as  the  price  of  imports  rises  so  the 
quantity  of  goods  imported  gets  smaller. 

The  only  reason  I  know  why  it  should  be  so  is, 
because  price  is  an  abstract  idea ;  because  it  is  a  go- 
between,  taking  its  conceptions  from  two  articles  in 
exchange.  Abstract  ideas  come  from  our  grasping 
the  manifold  as  a  unity;  and  in  price  we  try  to  grasp 
the  manifold  as  a  unity,  that  is,  the  quantity  of 
commodity  bought  with  the  quantity  of  commodity 
given,  and  therefore  price  partakes  of  the  quality  of 
both  commodities.  If  the  reader  will  turn  to  Pro- 
fessor Fawcett's  book,  p.  315,  et  seq.,  he  will  see  the 
idea  well  illustrated ;  but  my  reader  will  please 
understand  that  the  Professor's  explanation  deals 
only  with  what  he  calls  value,  and  what  I  call  value 
and  price  also.  As  I  have  endeavoured  to  point  out 
ideally,  price  means  quantity  of  gold,  and  value 
quantity  of  other  commodity  in  exchange.  I  say,  not 
only  does  value  mean  quantity  of  other  commodity 
in  exchange,  but  price  means  it  also;  the  only 
difference  being  that  value  is  abstract  and  indefinite, 
price  is  abstract  and  definite;  that  the  value  of  a  hat, 
for  instance,  is  not  merely  so  much  gold,  not  merely 
quantity  of  gold,  but  also  quantity  of  other  things  ; 
because,  money  being  the  universal  medium,  other 
things  can  at  all  times  be  bought  with  a  sovereign. 

I  will  here  quote  from  Professor  Fawcett,  but 
adding  the  word  price  to  his  word  value. 
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"  If  a  sack  of  wheat  exchange  for  a  ton  of  coal,  or 
if,  in  other  words,  a  person  who  possesses  a  sack  of 
wheat  can  obtain  a  ton  of  coal  in  exchange  for  it, 
then  a  ton  of  coal  is  the  value  "  or  price  "  of  a  sack 
of  wheat,  or  employing  more  popular  phraseology,  a 
sack  of  wheat  is  worth  a  ton  of  coal.  It  therefore 
appears  that  value"  or  price  "implies  the  comparison 
of  one  commodity  with  another;  for  a  sack  of  wheat 
has  some  particular  value  "  or  price  "  with  regard  to 
every  commodity  for  which  it  can  be  exchanged.  If 
a  sack  of  wheat  could  be  exchanged  for  six  pounds 
of  tea,  then  six  pounds  of  tea  would  be  the  value"  or 
price  "of  a  sack  of  wheat.  Value,"  or  price,  "there- 
fore, is  a  relative  expression ;  for  instance,  if  the 
value"  or  price  "of  wheat  compared  with  any  par- 
ticular article  falls  to  a  certain  amount,  there  must  be 
a  corresponding  rise  in  the  value"  or  price  "of  this 
commodity  compared  with  wheat ;  for  if  wheat 
declines  in  value  "  or  price  "  so  that  it  will  only 
exchange  for  half  as  much  tea,  then  tea  must  mani- 
festly rise  in  value,"  or  price,  "since  it  will  now 
exchange  for  twice  as  much  wheat.  When,  therefore, 
the  general  value"  or  price  "of  a  commodity  declines 
less  of  every  commodity  can  be  obtained  for  it  in 
exchange;  but  if  this  be  so,  the  value"  or  price  "of 
all  these  commodities  must  rise  when  compared  with 
the  particular  commodity  in  the  value  "  or  price  "  of 
which  it  has  been  supposed  a  decline  has  taken  place. 
These  considerations  demonstrate  the  erroneous 
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nature  ot  a  statement  not  unfrequently  made,  that 
there  is  a  general  rise  or  fall  in  the  value  "or  price 
"of  all  commodities.  This  is  as  impossible  as  it 
would  be  for  each  one  of  six  rowers  to  row  faster 
or  slower  than  the  other  five.  A  cannot  row  faster 
than  his  companions  except  by  each  of  these  rowing 
slower  than  A.  In  a  similar  manner,  value  "  or  price 
"  is  a  relative  expression,  and  essentially  implies 
comparison." 

It  is  curious  how  exactly  my  ideas  seem  to  corre- 
spond with  Professor  Fawcett's  concerning  value ; 
but  if  my  reader  will  turn  to  the  categories  of 
consumption  he  will  see  that  I  have  placed  a  limit 
upon  the  idea  here  illustrated,  which  seems  to  me 
necessary  to  truly  explain  the  idea. 

The  reader  will  not  have  forgotten  what  I  said 
concerning  Mr.  Medley  and  his  arguments  respecting 
the  fall  in  the  price  of  corn  or  bread  caused  by  the 
abolition  of  the  Corn  Laws.  Here  Professor  Fawcett 
has  illustrated  the  effect  of  the  idea,  and  I  have  only 
to  add,  for  the  benefit  of  the  Free-Traders,  that  a  fall 
in  the  price  of  bread  might  have  benefited  the 
working  classes,  if  the  rise  in  the  price  of  other 
things  had  been  spread  over  all  other  commodities, 
as  the  rise  would  then  have  been  less  than  the  fall, 
for  the  same  reason  that  water  forced  up  a  half-inch 
tube  will  rise  faster  than  water  forced  up  an  inch 
tube;  but  I  have,  under  the  head  of  categories,  given 
my  reason  for  supposing  that  the  rise  is  not  so 
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spread,  but  is  confined  to  articles  bearing  a  relation 
of  similarity  to  the  wants  of  man.  Value  and  price 
being  an  idea,  as  Professor  Fawcett  says,  of  relation. 

13.  A  few  words  about  Protection. — Before  explaining 
fully  the  aim  and  object  of  Protection,  so  far  as  I  am 
able  to  explain  those  objects,  taking  into  considera- 
tion my  views  and  the  system  which  this  book  is 
designed  to  explain,  it  will  be  well  to  state  precisely 
the  cardinal  principles  which  underlie  ideal  and  real 
economy  in  such  a  way  as  to  show  the  reader  the 
difference  between  the  ideal  and  the  real. 

Every  commodity  which  is  bought  and  sold  is 
bought  and  sold  because  the  public  desire  to  consume 
it.  A  commodity  is  a  commodity  because  it  is 
desired,  and  the  distinction  between  commodity  and 
no  commodity  lies  solely  in  the  existence  or  non- 
existence  of  a  desire  to  possess  or  consume  it.  But 
while  every  consumable  object  is  a  commodity,  that 
is  to  say,  every  commodity  is  so  because  of  a  known 
or  presumed  desire  to  consume  it,  every  consumable 
object  is  not  equally  desirable  or  equally  valuable 
at  all  times,  neither  is  the  quantity  of  any  object 
supplied  equal  at  all  times.  A  sovereign  is  more 
valuable  or  more  desirable  than  say  an  equal  quantity 
of  lead  ;  a  table  may  be  more  desired  or  more  valua- 
ble than  a  chair,  and  the  quantity  of  sovereigns  and 
the  quantity  of  chairs  in  the  market  may  vary  from 
day  to  day.  Consequently,  the  art  of  Political 
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Economy  lies  in  the  knowledge  of  the  differentiation 
between  the  quantity  of  desire  or  value  supposed  to 
exist  for  or  in  any  given  object,  and  the  quantity  of 
the  object  at  any  given  time,  or  the  differentiation 
between  those  things  at  different  times. 

There  are,  therefore,  three  things  to  be  considered 
in  economical  questions — Quantity,  Quality,  and 
Time.  The  supply  to-day  of  a  commodity  may  be  the 
same  in  quantity  as  it  was  yesterday,  or  has  been  for 
three  years  past,  but  the  value  or  quality  may  be  very 
different.  The  supply  remaining  constant,  the  value 
may  be  great  one  day,  and  nothing  the  next  ;  but 
without  going  into  details,  of  course  this  cannot  be 
precisely  true  of  the  necessities  to  existence.  They 
must  always  have  a  value,  but  that  value  may  fluctuate, 
and  does  fluctuate.  If  the  supply  exceeds  the  desire 
to  consume,  then  value  will  fall ;  but  if  time  is  no 
object,  that  is  to  say,  if  the  victuals  will  keep,  value 
will  probably  rise  again.  All  I  am  wishing  to  point 
out  is  that  quantity  and  quality  do  not  fluctuate  in 
equal  degrees. 

It  is,  therefore,  not  difficult  to  see  that  idealism 
consists  in  taking  as  a  starting  point  of  argument 
a  presumption  that  every  fluctuation  in  Quantity  is 
accompanied  by  an  equal  fluctuation  in  Quality,  and 
that  therefore  Time  is  of  no  concern  to  the  possessor 
of  a  commodity,  things  being  always  equally  valuable. 
Idealism  in  economy  means  assuming  a  given  data  of 
such  a  sort  as  will  enable  the  casuist  to  eliminate  time. 
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Idealism  rests  upon  a  double  basis  of  argument, 
and  this  is  the  reason  why  it  troubles  those  who  are 
unable  to  understand  philosophy.  Those  who  do 
understand  it  and  know  Mills'  writing  will  see  how 
difficult  it  is  to  cope  with  him,  because  he  admits 
desire  to  have  an  influence  in  the  question  of  value, 
while  he  denies  its  efficacy  by  reason  of  assuming  a 
given  quantity,  or  rather,  just  as  much  as  suits  his 
purpose  argumentatively. 

Whether  a  man  assumes  that  wealth  lies  in  quantity, 
or  whether  he  assumes  it  to  lie  in  desire  for  quantity, 
while  at  the  same  time  he  tells  you  that  desire 
fluctuates  with  quantity,  makes  in  reality  very  little 
difference.  That  which  is  eternally  assumed  to  be 
present  may  just  as  well  be  dismissed  at  once. 
Idealism  consists  not  in  arguments  from  mind  alone, 
but  from  arguments  that  assume  an  equation 
between  mind  and  matter.  When  Bishop  Berkeley 
tried  to  show  that  heat  was  in  man  and  not  in  fire, 
he  was  making  an  argument  by  reason  of  assuming 
an  equality  in  mind  and  matter  by  assuming  that 
there  was  no  more  heat  than  was  perceived  by  the 
person  who  felt  it,  and  the  same  basis  of  argument 
underlies  the  economy  of  Adam  Smith  and  Mill. 
Mill  says,  twice  the  quantity  of  commodities  is  twice 
the  purchasing  power.  Now  as  the  desire  of  others 
for  my  goods  is  that  which  causes  my  goods  to  have 
a  purchasing  power.  Mill  merely  means  to  say  that 
twice  the  quantity  of  commodities  argues  twice  as 
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much  desire  for  them  in  other  people,  a  presumption 
entirely  ideal.  It  will  generally  be  admitted  that  by 
how  much  quantity  is  increased,  by  so  much  desire 
to  possess  falls  off.  Mill,  when  endeavouring  to 
prove  that  there  cannot  be  excess  of  supply,  uses  his 
words  so  as  to  show  that  want  is  unknown,  at  least 
to  economists,  that  desire  to  possess  is  only  equal 
to,  and  commensurate  with,  the  goods  produced,  and 
that  therefore  no  desire  exists  save  what  is  satisfied, 
a  statement  manifestly  ideal. 

Reality,  on  the  contrary,  tells  you  that  desire 
fluctuates  irrespective  of,  and  not  concomitantly 
with,  quantity,  and  that  you  may  generally  assume, 
as  a  basis  of  argument,  that  desire  in  exchange 
fluctuates  in  an  inverse  ratio  to  quantity.  That  the 
greater  the  quantity  there  is  for  sale  the  lower  will 
be  its  value.  The  more  intensely  anyone  desires  an 
object  or  quantity  of  objects  to  be  obtained  by  ex- 
change, the  less  will  be  the  quantity  of  those  objects 
he  will  get,  or  assuming  he  desires  one  object,  the 
greater  will  be  the  quantity  of  objects  he  must  give 
to  get  it.  The  great  art  of  bargaining  or  barter 
consists  of  concealing  your  desire  to  possess  the 
goods  you  wish  to  buy,  and  when  you  do  this  most 
successfully,  you  will  get  the  greatest  profit  in  the 
transaction. 

I  hope  from  this  my  reader  will  see  that  it  is 
perfectly  easy  for  anyone  to  hold  ideal  or  real  views 
to  argue  in  favour  of  or  against  Free  Trade,  and  at 
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the  same  time  how  futile  it  is  for  a  realist  to  argue 
with  an  idealist  unless  he  understands  the  subject 
completely.  To  attempt  to  argue  with  a  man  who 
always  begs  the  question  is,  in  my  humble  opinion, 
the  height  of  folly,  unless  you  can  convince  him  or 
the  public  that  he  is  begging  the  question. 

The  real,  then,  consists  in  assuming  that  the 
smaller  the  quantity  the  greater  will  be  our 
desire  to  obtain  it,  and,  therefore,  the  greater 
will  be  its  value,  its  price,  or  as  I  have  denned  price, 
the  quantity  of  other  objects  we  have  to  give  to  obtain 
it.  Let  the  reader,  then,  mark  what  I  say,  that  price 
means  other  quantity,  quantity  of  other  objects  in 
exchange,  and  that  therefore  price,  say  of  imports, 
is  a  guide  to  quantity  (not  value  mind),  quantity  of 
exports  and  price  of  exports  is  the  guide  to  quantity 
of  imports,  for  the  same  reason  that  when  I  bargain 
with  a  man  whether  I  shall  give  him  i8s  or  2os,  I 
am  bargaining  how  many  breakfasts,  teas,  or  dinners 
he,  and  not  I,  shall  have  at  a  future  date. 

Consequently,  when  the  Cobdenites  and  Free-Trade 
party  generally,  point  to  the  enormous  value  of  our 
imports,  and  say,  or  rather  do  not  say,  but  simply 
assume,  that  they  are  large  in  quantity  because  they 
are  large  in  quality  they  are  idealizing;  as  a  real  fact, 
our  imports  to-day  were  never  smaller  than  they 
are  now,  as  is  conclusively  proved,  by  what  ?  I  ask 
my  reader:  The  price  of  our  exports.  The  price  of  our 
exports  is  the  measure  of  the  quantity  of  our  imports 
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and  vice  versa.  Consider,  then,  for  a  moment  the 
absurdity,  from  a  real  point  of  view,  of  arguing  that 
our  enormous  imports  are  due  to  interest  on  capital, 
to  discount  for  time  they  may  be,  but  to  interest, 
never.  The  enormous  quantity  does  not  exist,  or  at 
all  events  only  in  the  super-heated  imagination  of 
an  idealist.  There  is  an  enormous  falling  off  in 
quantity  because  there  is  an  enormous  increase  in 
quality.  Value  and  price  have  risen,  and,  therefore, 
that  is,  by  consequence,  quantity  has  fallen,  and  now 
when  quantity  was  never  so  small  they  are  actually 
trying  to  invent  interest  as  a  means  of  accounting 
for  its  increase  instead  of  decrease. 

I  think  I  have  said  enough  as  a  preliminary 
concerning  quantity  and  quality  to  explain  to  my 
reader  the  difference  between  the  ideal  and  the  real 
in  economy,  but  I  have  a  word  to  add  concerning 
time  as  an  it  priori  of  thought,  because  buying  time 
or  selling  it,  i.e.,  interest  or  discount,  has  a  great  deal 
to  do  with  economy. 

You  will  see  that  I  have  said  that  the  real  consists 
in  assuming  "  that  the  smaller  the  quantity  the 
greater  will  be  the  value  or  price."  Objective  duality 
is  the  cause,  or  supposed  to  be  the  cause,  of  our 
knowledge  of  time,  and  when,  therefore,  I  say  the 
smaller  the  quantity  the  greater  the  value,  I  am 
making  time  the  a  priori  of  my  thought.  I  am  using 
a  comparative  expression.  "The  smaller"  implies 
the  existence  of  some  other  quantity  not  named, 
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which  was  larger  than  the  one  about  which  I  am 
speaking.  I  am  implying  the  existence  of  a  period 
of  time  during  which  there  has  been  a  rise  in  value. 
Time,  then,  is  the  cause  of  inequality  in  exchange. 
Time  is  the  object  sought  in  interest  or  discount, 
and,  therefore,  the  first  thing  a  realist  should  do 
in  considering  Free  Trade  or  Protection  ought  to 
be  to  consider  who  buys  time  and  the  cause  of  his 
buying  it. 

Let  us,  then,  try  and  apply  these  ideas  to  the 
exchange  of  commodities  between  country  and 
country,  and  in  doing  so  let  us  first  consider  time. 

Is  it  advisable  for  a  country  to  buy  goods  of  a 
foreigner  when  it  can  produce  those  goods  at 
home  ? 

Is  he  a  wise  man  who  buys  in  the  most  distant 
market  or  rather  has  a  man  any  reason  for  going  to 
the  nearest  market  ? 

The  answer  is  plain,  he  buys  of  his  next  door 
neighbour  at  a  higher  price  in  preference  to  a  man 
at  a  greater  distance — because  the  farther  off  the 
person  from  whom  he  buys  the  greater  will  be  the 
amount  he  will  have  to  pay  to  buy  time.  The 
farther  off  he  goes  the  longer  he  will  be  getting  the 
goods  and  the  longer  will  be  the  time  for  which  he 
must  pay.  For  pay  he  most  undoubtedly  will  in  the 
shape  of  discount. 

All  trade  is  carried  on  as  most  people  know  by 
bills.  A  buys  corn  of  a  merchant  in  Chicago,  whom 
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we  will  call  B. ;  B,  like  all  merchants,  draws  a  bill  for 
the  price  on  A  ;  A  accepts,  and  the  bill  is  then  dis- 
counted, that  is,  part  of  the  profit  B  would  have  got 
goes  into  the  hands  of  C  the  discounter.  But  B  has  to 
fix  his  price  so  as  to  enable  him  to  make  a  profit, 
notwithstanding  this  discount,  and  consequently  his 
price  must  be  higher,  that  is,  the  quantity  of  goods 
A  must  give  to  buy  the  corn  must  be  greater  than  it 
would  have  been  had  there  been  no  bill,  and  certainly 
much  greater  in  proportion  to  the  length  of  the  time 
for  which  the  bill  is  drawn. 

Therefore,  the  further  off  the  source  from  which 
a  man  or  nation's  supplies  are  drawn  the  heavier  he 
or  they  will  have  to  pay  to  get  them.  Consequently, 
if  A  had  bought  his  corn  at  a  nearer  market  than 
Chicago  he  would  have  bought  it  cheaper  than 
he  did. 

He  who  buys  time  buys  ruin,  and  the  amount 
of  the  ruin  fluctuates  with  the  quantity  of  time  a 
man  buys,  increasing  with  its  length.  It  is  therefore 
a  cardinal  principle  of  Protection  that  the  wise  man 
is  he  who  buys  in  the  cheapest  market,  that  is  to  say, 
in  the  nearest  market,  or,  what  comes  to  the  same 
thing,  who  pays  ready  money,  that  is  to  say,  evades 
paying  for  time.  Of  course,  trade,  ordinary  trade 
that  is,  cannot  be  carried  on  without  bills,  but  too 
great  an  accumulation  of  bills  will  ruin  a  country. 

Now,  of  course,  it  is  not  difficult  to  see  that  when 
I  buy  goods  of  America,  India,  or  China,  America, 
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India,  or  China  must  buy  goods  of  me,  and  the 
distance  for  which  the  inhabitants  of  those  countries 
will  have  to  be  paid  by  me  will  compel  them  to  pay 
me  in  the  same  way.  The  question,  then,  is,  will  they 
buy  their  discuont  at  the  same  rate  as  I  do,  or  shall 
I  have  to  pay  more  or  less  ? 

In  most  cases  it  will  be  found  that  they  pay  a 
higher  discount  than  I  do,  and  consequently  they 
will  give  a  smaller  quantity  of  goods  to  buy  the 
time  necessary,  assuming  that  is  the  real  basis  that 
high  price  means  small  quantity.  Consequently 
we  may  say,  that  it  is  a  mistake  for  a  country  with  a 
low  rate  of  discount  prevailing  to  trade  with  a  country 
where  a  high  rate  of  discount  prevails  ;  if  it  should 
do  so,  the  country  with  the  low  rate  of  discount 
will  inevitably  show  an  excess  in  quantity  of  export 
over  import  to  the  other  country. 

But  let  us  for  a  moment  consider  why  and  when  a 
man  buys  time,  in  order  that  we  may  fully  compre- 
hend why  it  is  desirable  to  buy  any  goods  in  a  home 
market  in  preference  to  a  foreign  market. 

Take,  as  an  illustration,  a  spendthrift-heir  to  a 
great  estate,  who  floats  along  the  stream  of  time  on 
accommodation  bills.  Why  does  he  sign  or  accept 
these  bill  ?  He  does  it  because  his  income  has  not 
come  to  hand,  and  the  only  way  he  can  get  money  so 
as  to  anticipate  or  buy  time  is  to  trench  upon  his 
capital.  Every  bill  he  utters  has  to  be  met,  and  he 
trenches  upon  his  capital  to  the  extent  to  which  the 
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amount  he  raises  in  a  given  time  exceeds  his  income 
in  the  same  time. 

It  follows,  then,  that  as  long  as  he  does  not  exceed 
his  income,  he  is  in  a  more  or  less  satisactory 
condition,  but  if,  and  by  how  much  he  does  so,  he  is 
swallowing  up  not  only  income  but  capital. 

Now  let  us  apply  the  same  principle  to  the  State, 
and  see  how,  when,  and  to  what  extent  a  nation  can 
safely  buy  time  of  the  foreigner. 

I  must  first  make  one  remark  concerning  idealism, 
and  that  is,  that  idealism  seeks  to  obliterate  the  dis- 
tinction between  the  internal  and  external  trade  of 
a  country,  it  seeks  to  grasp  the  all  as  one.  It  must, 
then,  be  considered  that  there  is  an  internal  and 
external  trade,  which  are  different. 

Now  a  nation's  capital  by  internal  trade  depends 
upon  the  excess  by  exchange  within  the  nation. 
The  home  consumer  gives  the  home  producer  a 
greater  quantity  of  goods  for  a  smaller  quantity  of 
goods,  and  the  excess  quantity  is  profit  out  of  which 
capital  comes.  Now  this  excess  quantity  or  profit 
is  a  nation's  income,  and  its  capital  is  represented  by 
the  sum  of  the  quantities  which  are  equal  in  exchange. 
The  sum  of  these  quantities  is,  so  to  speak,  the  basis 
from  which  the  income  springs,  just  as  rent  springs 
from  a  farm.  The  farm  is  the  capital,  the  rent  is 
the  income,  and  the  income  is  supposed  to  be  paid  on 
the  capital ;  but  the  farm  is,  qua  exchange,  represented 
by  the  quantity  of  commodities  which  are  equal  in 


THE   REAL.  321 


exchange.  The  farmer  grows  produce  and  sells  it, 
that  is,  he  gives  produce  and  gets  other  produce,  and 
by  how  much  greater  the  other  produce  is  than  his 
produce,  by  so  much  he  can  afford  to  pay  rent. 
Consequently,  the  farm  is  represented  by  the  sum 
of  equal  commodities  in  exchange,  and  the  same 
with  the  nation. 

It  follows,  then,  that  a  nation  can  afford  to  buy  time 
of  the  foreigner  to  the  extent  only  to  which  there  is 
internal  profit  or  inequality  in  exchange,  when  it 
exceeds  that  it  is  trenching  on  its  capital,  and,  like 
the  spendthrift-heir,  buying  ruin  under  the  seductive 
name  of  accommodation. 

The  export  of  gold  from  a  country,  then,  will 
depend  upon  the  answer  to  the  question,  Is  the 
balance  against  a  nation  in  external  trade  greater  or 
less  than  the  balance  in  its  favour  by  internal  trade  ? 
if  greater,  then  gold  will  go  out;  if  less,  then  gold 
will  come  in ;  and  in  proportion  to  the  difference. 

So  far,  then,  as  a  nation  has  internal  income  it  can 
afford  to  let  its  imports  exceed  its  exports,  but  not 
further;  whether,  however,  a  nation  is  wise  which 
spends  its  whole  income  is  another  matter.  It  is 
generally  considered  wiser  to  seek  a  profit  with  our 
income,  to  turn  our  income  into  capital,  but  I  am  not 
here  discussing  what  is  wise  or  right,  I  am  merely 
explaining  certain  philosophical  views,  the  question 
of  wisdom  or  folly  I  leave  to  political  economists ; 
as  I  mentioned  in  the  preface,  I  am  not  one. 
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There  is  yet  another  point  to  be  considered  in 
regard  to  the  spendthrift,  and  that  is  the  cause  or 
nature  of  cause  that  tends  to  make  him  buy  time. 
Necessity  is  the  cause,  and  the  quantity  of  time  he 
will  buy  will  depend  upon  the  degree  of  that  necessity 
under  which  he  labours.  Does  he  merely  seek  to 
gratify  a  passing  fancy  he  will  not  pay  for  much  time, 
but  does  he  require  the  necessities  of  existence,  or 
what  he  in  his  then  condition  or  status  of  life  may 
he  consider  necessaries,  he  will  pay  more  for  the 
accommodation.  Similarly  with  a  nation,  the  rate  of 
their  discount  to  foreigners  will  depend  upon  the 
degree  of  necessity  they  are  under  to  buy  falling 
with  the  amount  of  necessity  and  thereby  imposing  a 
greater  quantum  of  export.  The  position  an  import 
holds  in  the  categories  of  consumption  is  the  true 
guide  and  index  of  the  price  which  will  have  to  be 
paid  for  it.  The  greater  the  necessity  the  less  will 
be  the  discount,  and  therefore,  the  greater  the 
quantity  of  goods  exported. 

Now  the  object  of  Protection  is  to  reduce  the 
necessity,  the  desire  or  apparent  desire,  that  is,  the 
price  or  value  of  the  public  for  the  goods  of  foreign 
countries,  that  is  to  say,  the  quality  of  the  goods,  so 
as  to  induce  the  foreigner  to  let  us  have  a  greater, 
quantity  of  goods  in  return  for  the  same  quantity  of 
our  goods  as  we  gave  him  before.  Suppose  a  corn 
law  to  be  introduced,  the  importation  of  corn  is 
apparently  stopped,  the  demand  or  the  desire  of  the 
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public  for  corn,  the  quality  of  the  corn  to  satisfy  our 
desires  appears  to  the  foreigner  to  have  diminished, 
but  he  still  desires  our  goods,  and  therefore  to  get 
them  he  is  ready  to  part  with  a  greater  quantity  of 
corn  than  before  in  return  for  the  same  quantity  of 
our  goods.  There  is  no  falling  off  really  in  the 
quantity  of  corn  supplied  to  the  public,  rather  there  is 
an  appreciation  in  quantity,  but  the  smaller  is  the 
quantity  of  goods  we  have  to  make  and  export  to  buy 
the  same  quantity.  It  has  been  a  common  matter 
of  surprise  to  the  public  that  with  Free  Trade  as  the 
price,  i.e.,  the  quality  of  our  exports  diminished  the 
quantity  increased,  showing  that  we  were  buying  at 
a  loss,  that  is  in  quantity.  A  vast  quantity  of  our 
goods  went  to  buy  a  comparatively  small  quantity 
of  corn.  If  statistics  are  studied  it  will  doubtless 
be  found  that  we  are  getting  a  smaller  quantity  of 
corn  in  return  for  a  larger  quantity  of  cotton  goods 
than  ever  before.  And  these  cotton  goods  have  to 
be  made  at  a  cheaper  rate  than  before.  The  effect 
of  showing  to  the  foreigner  our  intense  desire  or 
value  for  his  corn  was  to  enable  him  to  get  a  greater 
quantity  of  our  goods  in  exchange  for  a  less  quantity 
of  corn,  and  the  result  was  a  loss.  The  public  are 
undergoing  a  slavery  for  the  foreigner  which  only 
barely  feeds  them. 

But  it  is  said  although  this  may  be  quite  true, 
although  the  desire  of  this  country  for  corn  appears 
to  the  foreigner  to  have  diminished,  yet  it  does  not 
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really  diminish  but  rather  increases,  as  is  shown  by 
the  price  we  have  to  pay  for  it  in  consequence  of 
the  corn  law.     While  the  value  externally  falls  the 
value  internally  rises.  Now  let  us  consider  this  problem. 
The  result  of  a  corn  law  is  to  get  a  greater  quantity 
of  corn  from  the  foreigner  in  return  for  the  same 
quantity   of  cotton   goods,   but  when   this   greater 
quantity  is  imported  into  the  country  it  is  said  the 
public  cannot  buy  it  because  of  its  price.   That  when 
the  country,  meaning  thereby  the  country  regarded 
as  producer,  buy  cheap  then  the  result  is  that  the 
country  regarded  as  consumers  must  perforce  buy 
dear.     This  is  naturally  and  patently  true,  for  buying 
cheap  and  buying  dear  are  one  and  the  same  thing 
from  a  different  point  of  view.     If  I  buy  cheap  the 
man  of  whom  I  buy  perforce  buys  dear,  and  as  the 
country,  qua  its  producing  power,  buys  cheap,  the 
country,  qua  its  consuming  power,  buys  dear.     Now 
nothing  shows  more  clearly  the  drift  of  the  Free- 
Trade  argument  than  this,  they  say  if  you  take  off 
the  corn  law  you  get  corn  cheap,  thereby  begging 
the    question,    the    whole    object    of    a    corn   law 
being    to    enable    the    country    to    buy   cheap    (it 
being  assumed,  of  course,  that  buying  cheap  means 
giving  a  small  quantity  and  getting  a  great  quan- 
tity,  which   operation   is   performed   by  fluctuation 
in    price),    and    then    they    rush    to    the    utterly 
erroneous  conclusion  that  the  individual  consumer 
can  therefore  buy  cheap,  when  it  is  patent  that  he 
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ought,  if  there  is  any  power  in  logic,  to  buy  dear. 
They  confound  the  country  and  the  individual,  the 
general  with  the  abstract  particular.  The  country 
as  a  country  is  made  up  of  consumers  and  producers. 
If,  then,  the  consumers,  as  such,  buy  cheap,  the  pro- 
ducer, as  such,  buys  dear,  or  trade  is  not  barter,  and  if 
the  producers  buy  dear,  then  the  country  as  a  producer, 
the  country  as  a  merchant  going  to  trade  with 
foreigners,  must  also  buy  dear,  or  logic  is  not  logic. 
The  very  fact  that  the  abolition  of  the  corn  law 
enables  consumers  to  buy  cheap  proves  that  the 
country  buys  dear,  and  if  the  country  buys  dear, 
then  the  country  must  perforce  buy  less  and  not  more, 
or  buying  dear  has  no  meaning. 

It  seems  one  of  the  most  difficult  things  to  make 
people  see  that  buying  cheap  implies,  by  the  very 
nature  of  the  words,  buying  dear,  and  that  the  fact 
that  an  individual,  or  individuals,  as  a  class,  buy 
cheap,  proves  the  existence  of  an  individual,  or 
individuals,  as  a  class,  who  buy  dear.  I  return 
to  Hegel,  the  idea  "  equality  of  exchange  "  represents 
itself  as  thought  directly  simultaneous  with  itself, 
and  yet  as  the  power  to  place  itself,  besides  itself. 
When  I  talk  of  buying  cheap,  I  am  idealizing  an 
exchange  were  there  is  equality  of  value  present,  or 
assumed  to  be  so. 

If,  then,  we,  as  consumers,  buy  dear  under  a  corn 
law,  and  we,  as  producers,  therefore  buy  cheap, 
it  follows  that  the  object  of  the  corn  law  is,  first, 
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that  the  country,  as  an  abstract  generality,  may 
profit,  and  secondly,  that  the  producers,  as  a  par- 
ticular party  in  the  country,  may  profit ;  the 
injury,  if  such  there  be,  being  thrown  upon  con- 
sumers. 

But  it  will  be  said,  the  system  of  robbing  Peter, 
the  consumer,  to  pay  Paul,  the  producer,  is  a  bad 
one,  and  does  no  one  any  good.  I  answer,  Peter's 
loss  is  less  than  Paul's  gain,  ergo,  the  public  repre- 
sented by  Peter  and  Paul  benefit.  The  producers 
are  smaller  in  number  than  the  consumers,  conse- 
quently, the  rise  in  price  is  spread  over  a  greater 
area,  and  so  reduced  in  height,  while  the  augmented 
profit  being  spread  over  a  smaller  area,  is  increased 
in  volume  and  rendered  more  certain,  profits  rise, 
credit  increases,  and  more  labour  is  employed  in 
consequence.  Those  who  pay  for  their  food  with 
labour  are  rendered  thereby  more  able  to  pay,  more 
goes  in  wages,  and  the  rise  in  wages  will  be  greater 
than  the  rise  in  rprice  for  the  same  reason  as  before, 
namely,  that  there  are  more  consumers  than  wage- 
earning  producers. 

But  have  I  not  before  pointed  out  that  exchange, 
or  rather  consumption,  has  its  categories,  and  that 
an  abstract  general  rise  in  price  or  value  is  there- 
fore impossible.  Is  it  to  be  argued  that  a  tax  raises 
the  cost  of  production  of  all  goods,  regarded 
abstractedly,  by  no  means ;  the  rise  undoubtedly  takes 
place  in  the  internal  price  of  bread  to  the  nation ; 
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but  the  rise  is  naturally,  and  by  reason  of  exchange, 
accompanied  by  a  fall  in  the  price  of  the  commodity 
for  which  it  exchanges,  or  rather  which  stands  in 
the  same  category  as  regards  man's  wants  as  corn 
does.  Food  is  a  category  of  exchange,  and  a  rise  in 
the  price  of  one  class  of  food  is,  and  must  be  accom- 
panied by  a  fall  in  the  price  of  another  class  of  food. 
Inasmuch  as  all  internal  exchange  has  its  categories, 
so  as  bread  rises  in  price  other  consumable  com- 
modities must,  for  the  same  reason,  fall  in  price. 
The  rise  in  the  price  will  inevitably  be  accompanied 
by  a  fall  in  the  price  of  meat  and  vegetables,  and 
then,  where  is  the  injury  to  the  working  man  ?  he 
gets  higher  wages,  more  employment,  and  a  better 
class  of  food ;  he  gets  more  meat  and  less  bread  for 
his  wages,  assuming  them  to  remain  constant,  but 
we  know  that  if  production  is  by  Protection  differ- 
entiated his  wages  must  inevitably  rise,  while  his 
total  cost  of  living  is  just  where  it  was,  or  possibly 
even  a  trifle  augmented. 

Now  bad  feeding — a  lack  of  nourishing  power  in 
food — is  one  of  the  great  causes  of  augmented 
population,  and  the  lower  you  go  in  civilization  the 
greater  is  the  ratio  of  increase  of  population,  the 
worse  people  are  fed  the  more  they  increase  in 
numbers.  Consequently,  the  abolition  of  the  Corn 
Laws,  by  making  people  live  on  bread,  instead  of 
meat  and  vegetables,  may  easily  be  said  to  be  a 
means  of  injuring  the  many,  and  the  public  at  large, 
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in  order  by  greater  competition  among  workmen  to 
raise  the  manufacturer's  profit.  It  is  a  subtle  means 
of  differentiating  cost  of  production  and  price,  a 
benefit,  however,  which  would  speedily  be  got  rid  of 
by  competition  leaving  nothing  but  evil  behind  it  in 
the  shape  of  augmented  population  with  a  diminished 
power  of  feeding.  Now  this  is  an  argument  which 
I  not  wish  to  press  much,  not  because  of  its  lack 
of  truth  or  reason,  but  because  I  think  the  Free- 
Trade  party  knew  too  little  about  the  effect  of  their 
actions  to  introduce  Free  Trade  in  order  to 
rob  the  working  man.  If  Free  Trade  had 
been  introduced  by  men  who  knew  that  the  result 
would  be  as  I  have  stated,  then  no  words  would 
be  too  harsh,  or  too  severe  to  use  against  people 
who  acted  in  such  a  way  ;  who,  while  posing  as  the 
friend  of  the  working  man,  were  subtly  trying  to  rob 
him  of  his  sustenance  in  order  that  they  might  buy 
his  labour  cheaper  by  reason  of  increased  com- 
petition, while  at  the  same  time  they  put  into  their 
pockets  the  wealth  formerly  possessed  by  the 
country  gentleman. 

Not  only,  however,  does  Protection  seek  to  avoid 
unnecessary  discount ;  it  has  a  secondary  operation 
of  the  same  kind,  or  rather  it  promotes  the  effect 
produced  by  discount.  A  nation  not  being  under 
the  necessity  of  discounting  its  labour  is  able  to 
increase  its  credit. 

We    have   seen  that  the  great  fountain    of  the 


THE  REAL.  329 


employment  of  labour  is  credit.  A  works  for  B  and 
B  for  A,  and  this  is  done  by  means  of  credit  or 
bills  of  exchange.  A  credits  B  with  effective  work, 
that  is,  result  producing  work,  and  so  is  enabled 
to  work  simultaneously  with  him.  Protection,  then, 
seeks  to  increase  the  amount  of  credit  A  may 
put  in  the  result  of  B's  labours  by  reason  of 
increasing  certainty  in  that  result.  Putting  a  tax 
on  the  importation  of  corn  renders  the  result  of 
the  labour  of  the  corn  producer  more  certain,  and 
it  being  now  certain  the  corn  producer  gets  credit, 
and  with  that  credit  he  employs  other  workmen 
in  producing  those  goods  which  he  may  desire 
to  consume,  the  usual  argument  here  comes 
again  to  the  fore  that  the  labour  employed  upon 
credit  is  not  greater  than  would  be  employed  were 
A  to  wait  until  B's  labour  had  got  its  return  and  B 
was  in  a  position  to  spend  that  result  in  consuming 
more  commodities;  and  equally  also,  again,  the 
reply  is  more  labour  is  employed  upon  credit  than 
upon  capital. 

Setting  aside  the  question  of  A's  starvation  while 
he  is  waiting  for  B's  labour  to  produce  a  result,  it 
may  be  said  that  more  labour  is  employed  by  credit 
than  capital,  because  there  is  a  profit. 

Now  we  have  seen  that  in  every  exchange  there 
is  an  invisible  third  party,  a  party  who  when  the 
goods  are  exchanged  rules  the  price  at  which  they 
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shall  exchange.  That  is  to  say,  that  quantity  in 
exchange  depends  upon  people  who  take  no  part  in 
the  particular  exchange.  These  third  parties,  then, 
so  arrange  value  that  one  party  to  an  exchange 
always  gets  more  than  another,  and  this  excess  is 
capable  of  being  employed  in  paying  labourers, 
consequently  this  excess  forms  a  sort  of  balance  over 
which  gives  the  power  of  employing  more  labour 
than  would  have  been  employed  had  there  been  no 
credit.  This  balance  over  forms  the  remuneration 
for  time.  A  having  trusted  B,  and  having  laboured 
to  supply  B's  wants,  gets  a  remuneration  for  that 
labour  or  that  trust.  Because  A  consents  upon 
trust  to  labour  in  production  he  gets  paid  for  so 
doing  instead  of  waiting  till  the  result  of  B's  labour 
has  been  realized.  It  will,  therefore,  be  seen  that 
exchange  abstracts  some  of  the  results  of  labour 
with  the  object  of  employing  more  labour  in  the 
future.  Exchange  is  a  compulsory  medium  of 
saving.  When  a  man  exchanges  or  buys  he  does,  as 
Mills  says,  but  turn  his  income  into  capital,  but  the 
capital  is  not  his  but  someone  else's,  he  turns  a 
portion  of  his  income  into  capital  for  someone 
else. 

Last,  but  not  least,  in  the  points  in  favour  of  the 
arguments  for  Protection  comes  the  argument  in 
favour  of  differentiation  of  Production.  Differen- 
tiation of  production  is  the  reverse  of  differen- 
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tiation  of  labour.  By  the  latter  a  manufacturer 
profits,  by  the  former  his  workmen  profit,  and 
Protection,  while  it  does  not  prevent  the  last,  seeks 
to  procure  the  first.  Its  object  is  to  cause  the 
greatest  possible  amount  of  the  products  of  labour 
to  go  to  the  labourer.  Whatever  may  be  the 
number  of  persons  residing  in  a  country,  there  is  a 
fixed  limit  to  the  variety  of  things  they  consume 
in  a  given  time.  Now  the  proposition  amounts  to 
this,  that  it  is  better  for  the  wage-earning  part  of 
the  population  of  any  country  that  they  should 
produce  all  the  various  things  necessary  for 
consumption  rather  than  that  they  should  only 
produce  one  class  of  objects  and  get  the  others  by 
exchange. 

There  are  various  reasons  for  this.  The  first  and 
most  obvious  reason  is  that  the  reduction  of  the  whole, 
people  of  a  country  to  one  class  of  manufactures  of 
necessity  degrades  them,  and  their  minds  tend  to 
become  centred  upon  and  limited  by  the  one  idea 
from  which  they  derive  their  sustenance.  Life, 
when  speciality  of  function  has  become  most  intense, 
naturally  becomes  one-sided  and  confined ;  new  ideas, 
new  thoughts,  new  modes,  when  outside  the  role  of 
life,  are  disregarded,  and  man  sinks  by  small  degrees 
to  the  level  of  a  mere  machine,  though  possibly  a 
very  complicated  one. 

But  there  are  Bother  reasons  for  the  proposition. 
The  profit  by  exchange  goes  as  we  have  seen  solely 


332  POLITICAL  ECONOMY. 

to  the  manufacturer  or  merchant,  and  the  tendency 
of  that  profit  is  to  an  equilibrium.  Now  the  more 
the  trade  of  a  country  is  centred  in  one  manu- 
facture the  greater  must  be  the  competition  of 
manufacturers,  the  smaller  will  be  their  profits,  the 
less  will  be  the  production  of  capital,  and  the  greater 
will  be  their  loss  by  exchange. 

When  everyone  is  competing  in  one  way  com- 
petition becomes  more  crushing  on  the  people  at 
large.  Any  but  the  most  successful  have  to  stand 
by,  and  even  with  the  most  successful  the  profit  is 
reduced  to  the  smallest  possibly  point.  The  totality 
of  capital  produced  by  the  total  quantity  exchanged 
necessarily  falls  off  too.  With  this  falling  off  in 
the  production  of  capital  trade  must  of  necessity 
suffer,  by  reason  of  the  constant  unification  of 
production  that  goes  on.  Every  class  of  manu- 
facture but  the  most  successful  starves,  and  fails 
to  reproduce  the  necessary  capital  to  start  other 
productions. 

But,  again,  there  is  another  reason  why  the  working 
classes  benefit  by  differentiated  labour.  The  same 
amount  of  capital  divided  between  two  businesses 
will  enable  more  wages  to  be  given  to  each  labourer, 
and  that  for  the  reason  last  mentioned  :  the  lessen- 
ning  of  competition  augments  profits,  and  there  is 
more  to  give  in  wages,  and  not  only  is  there  more 
actually,  but  there  is  more  than  the  additional 
hands  required,  in  consequenee  of  such  differen- 
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tiation  will  absorb,  for  the  simple  reason  that 
monetary  adjustments  take  place  quicker  than 
population  adjustments,  a  differentiation  of  adjust- 
ments which  is  materially  helped  by  good  food,  as  I 
mentioned  before.  Augmented  wages  and  a  higher 
scale  of  living  raises  people's  ideas,  and  they  do  not 
rush  into  matrimony  without  either  thinking  or 
caring  for  the  consequences,  and  by  that  means,  if 
by  no  other,  the  retardation  of  increase  in  popula- 
tion up  to  the  increase  in  wages  is  prevented. 

If  you  study  the  theory  of  the  differentiation  or 
division  of  labour  you  will  see  that  unification  is  the 
basis  of  the  good  it  procures,  greater  rapidity  of 
production  is  obtained  by  greater  concentration  in 
one  place.  By  differentiating  production  you  do  not 
stop  this,  the  concentration  of  the  labour  necessary 
to  produce  any  given  object  goes  on  as  before, 
but  the  greater  number  of  objects  gives  more 
employment  to  workmen.  The  same  quantity  of  all 
sorts  of  goods  may  be  turned  out  in  place  of  a 
similar  quantity  of  one  sort,  and  the  £2000  which 
before  was  the  capital  required  to  produce  a  given 
quantity  of  one  sort  is  still  employed  in  two  busi- 
nesses of  different  sorts,  and  for  the  same  reason  as 
before,  only  reversed,  more  men  are  employed.  The 
unification  of  production  enables  you  to  produce  the 
same  quantity  with  less  labour,  and  therefore  the 
differentiation  must  enable  you  to  employ  a  greater 
number  of  people  in  producing  the  same  quantity. 
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The  amount  produced,  which  is  presumably  the 
amount  demanded,  or  at  all  events  so  much  as  is 
demanded  at  a  profit,  is  still  produced,  but  with 
greater  benefit  to  the  working  man. 

I  have  before  referred  to  the  categories  of  con- 
sumption and  the  categories  of  exchange,  and  I 
have  implied  that  the  categories  are  identical  both 
in  consumption  and  exchange.  This  must  naturally 
be  so,  because  consumption  is  the  object  in  exchange, 
and  if  commodities  exist  in  or  can  be  put  into 
categories  qua  consumption,  such  as  food,  clothing, 
or  lodging,  then  it  follows  they  can  be  put  in  the 
same  categories  qua  exchange.  I  mention  this  here 
because  it  will  be  replied  to  me  doubtless  by  some 
careful  critic  that  if  the  price  of  bread  falls  con- 
comitantly  with  a  rise  in  the  price  of  meat  then  the 
abolition  of  the  Corn  Laws  cannot  injure  the  land- 
owner, for  he  has  only  to  grow  meat  instead  of  corn 
and  he  will  get  his  profit  just  the  same.  The 
speciousness  of  this  argument  can  best  be  replied 
to  by  the  words  solvitur  ambulando. 

Farming,  unlike  all  trades,  requires  in  order  to  be 
successful  a  differentiation  of  production.  A  farmer 
who  turns  all  his  land  to  the  production  of  one  class 
of  produce  will  almost  inevitably  fail.  There  may 
be  some  special  spots  of  land  which  are  suited  to 
the  growth  of  one  particular  thing,  and  so  on,  but 
speaking  generally  the  true  success  of  farming 
depends  very  much  upon  a  careful  quantitive 
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differentiation  of  produce.  In  the  working  in  of  the 
various  sorts  of  produce  so  as  to  make  each  more 
or  less  mutually  interdependent,  and  inasmuch  as 
profit  in  farming  relies  very  much  upon  this,  the 
destruction  of  profit  in  one  branch  of  produce  is  a 
destruction  of  profit  in  the  whole.  By  loss  in  one 
class  of  produce  a  loss  is  caused  upon  all  other 
classes.  Things  fail  to  work  in  with  one  another, 
and  the  result  is  ruin. 

But,  again,  consider  the  loss  not  only  to  the  farmer 
but  to  the  country  at  large  when  the  whole  of  its 
fixed  capital  is  by  the  stroke  of  a  pen  destroyed. 
What  would  cotton  spinners  say  if  they  were 
suddenly  told  that  it  paid  better  to  do  the  spinning 
in  Australia  and  the  weaving  here,  and  that  all 
the  spinning  machinery  must  be  turned  into  weaving 
machinery  ?  Can  it  be  supposed  that  by  a  removal 
of  the  spinning  business  to  Australia  you  would 
compensate  for  all  the  destruction  of  fixed  capital, 
a  destruction  of  that  which  had  cost  an  immense 
sum  of  money  and  a  huge  outlay  of  circulating 
capital.  And  is  the  farmer  to  be  treated  in  the  same 
off-hand  way  without  counting  whether  the  resulting 
or  supposed  resulting  profit  would  be  in  any  way 
commensurate  with  the  resulting  loss.  I  leave  it  to 
others  to  decide. 

14.  Money. — The  reader  is  requested  to  bear  again 
in  mind  what  I  said  at  the  commencement  of  this 
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chapter  concerning  the  quality  of  words  to  express 
what  are,  when  viewed  ideally,  the  same  ideas.  Here 
in  dealing  with  money  the  importance  of  that  remark 
becomes  more  patent  to  the  careful  and  serious 
student  of  the  words  used  by  economists. 

We  have  money  and  coin,  pound  and  sovereign, 
or  pound  sterling,  and  a  careful  study  of  those 
words  will  not  only  repay  the  student,  but  will 
enable  him  to  formulate  ideas  correctly  concerning 
them. 

Money  is  the  abstract ;  coin  the  concrete  or 
particular ;  pound  is  the  abstract ;  pound  sterling  or 
sovereign  the  concrete  or  particular,  and  value  is 
the  abstract,  and  valuable  the  concrete. 

Money,  then,  is  the*  medium  of  exchange,  and 
therefore  the  measure  of  value. 

In  order,  then,  that  the  reader  may  understand 
what  money  is,  it  is  necessary  to  know  what  is 
meant  by  a  medium  of  exchange. 

By  a  medium  of  exchange  must  be  understood 
something  which  every  vendor  will  be  willing  to  take 
in  exchange  for  his  goods,  or,  to  be  more  exact,  it 
means  something  which  any  person  other  than  the 
parties  to  exchange  will  be  willing  to  take.  A  vendor 
of  goods,  as  a  rule,  in  a  civilized  State  only  takes 
that  which  he  can  part  with  as  soon  as  or  whenever 
he  may  wish  to  do  so.  And  that  is  the  reason  why 
gold  is  so  much  used  as  a  medium  of  exchange,  the 
vendor  who  gets  it  knows  he  can  at  once  get  rid  of 
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it  in  exchange  for  something  he  wants.  It  is  the 
power  of  parting  with  it  or  its  power  of  buying 
that  makes  us  call  it  a  medium  of  exchange.  This 
power  of  buying  must,  however,  be  a  power  not  in 
respect  of  the  transaction  in  which  the  medium  is 
used,  but  in  respect  of  some  other  supposed  trans- 
action in  which  the  medium  may  be  used,  but  is  not 
used  at  the  time  when  the  first  exchange  takes 
place.  Money  is  the  medium  by  which  goods 
bought  and  sold  are  connected  with  goods  not  yet 
bought,  but  to  be  bought  and  sold.  The  medium 
represents  power,  potentiality,  the  abridgment  of 
time.  The  river  of  time  runs  between  two  bargains 
on  opposite  sides  of  it,  which,  however,  are  con- 
nected together  by  the  bride  or  medium  money. 
Therefore  eternity  is  the  a  priori  of  thought  con- 
cerning money,  and  that  is  the  reason  why  I  argue 
the  real  side  of  the  matter  from  money  as  an  object, 
such  as  gold  to  money,  as  the  measure  of  desire  from 
the  concrete  to  the  abstract. 

Exchange,  then,  differs  from  barter  in  that  a 
medium  is  used  to  facilitate  matters.  Exchange  is 
barter  with  a  difference,  barter  with  a  medium  or 
go  between,  a  thing  which  connects  one  transaction 
with  a  second  transaction,  which  is  similar,  only 
reversed,  the  vendor  in  the  one  transaction  taking 
the  place  of  purchaser  in  the  second  transaction. 

But  there  is  another  essential  difference  between 
barter  and  exchange,  and  that  is  a  difference  in 
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quantity.  Barter  is  only  conceivable  between  goods, 
the  quantities  of  which  are  fixed  at  the  time  of 
barter.  In  exchange  the  quantities  may  fluctuate 
enormously,  because  the  use  of  the  medium  enables 
the  two  transactions  to  be  separated  by  an  interval 
of  time  during  which  the  quantity  obtained  by  the 
medium  may  vary. 

If  I  barter  a  pair  of  shoes  for  a  hat  there  is  only 
one  pair  of  shoes  and  one  hat ;  but  suppose  I  buy 
a  pair  of  shoes  for  a  sovereign  to-day  and  the  vendor 
of  shoes  keeps  the  sovereign  till  hats  fall  in  price, 
and  then  a  year  hence  or  a  day  hence  gets  say  a  hat 
and  a  half  or  two  hats,  it  becomes  obvious  that  by 
using  a  medium  the  simplicity  of  barter  has  become 
very  much  altered,  and  that,  in  fact,  exchange  with 
a  medium  is  a  very  different  thing  from  barter,  and 
that  the  difference  lies  solely  in  the  quantity 
exchanged.  Barter  is  an  exchange  of  fixed  quantities. 
Exchange  with  |a  medium  is  an  exchange  of  fluctu- 
ating quantities. 

Money,  then,  being  the  medium  of  exchange,  and 
exchange  by  means  of  a  medium  being  an  exchange 
of  fluctuating  quantities,  money  becomes  by  virtue 
of  that  use  the  measure  of  value  for  quantity,  or  the 
measure  of  desire  for  quantity.  It  is  that  which, 
in  consequence  of  any  alteration  in  the  quantities 
exchanged,  shows  the  desire  to  possess  on  the  part 
of  those  who  exchange.  The  fact  that  the  quantities 
exchanged  has  varied  shows  that  the  desire  to 
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possess  on  one  side  or  the  other  has  fluctuated,  and 
money  being  the  medium  through,  or  by  means  of, 
which  the  alteration  in  quantity  takes  place  shows 
also  the  amount  of  the  fluctuation  in  the  desire  to 
possess  any  given  quantity. 

Now  suppose  that  on  a  given  day  I  can  exchange 
one  quarter  of  corn  for  two  tons  of  coal.  The  fact 
that  the  quantities  are  what  they  are  when  the 
barter  takes  place  must  be  presumed  to  depend 
upon  the  quantities  of  each  commodity  in  the 
market.  Suppose  the  quantity  of  one  commodity 
in  the  market  to  vary ;  in  this  case,  let  us  suppose 
there  is  less  coal  produced,  then  one  quarter  of 
corn  will  purchase,  say  one  and  a-half  tons  of  coal, 
the  question,  then,  is,  what  has  money  to  do  with 
the  transaction  ? 

At  a  given  time  I  bought  a  quarter  of  corn  for  405 
and  two  tons  of  coals  for  the  same  price.  Let  A  be 
presumed  to  have  bought  of  B  a  quarter  of  corn  for 
405,  and  let  it  be  presumed  that  B  desired  to  get  coal 
with  the  405,  the  question  is,  how  much  will  he  get  ? 
Here  we  have  the  same  thing  with  money  inter- 
vening, and  it  is  customary  with  idealist  to  say  that 
the  405  measures  the  corn,  and  the  coal,  and  there- 
fore it  merely  performs  the  office  of  a  cart,  that  is  to 
say,  it  is  used  as  a  means  of  transferring  so  much 
coal  to  the  possessor  of  corn,  and  so  much  corn  to 
the  possesor  of  coal.  But  really  it  does  something 
of  much  greater  importance  than  this,  for  in  the  case 
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supposed,  A  buys  his  quarter  of  corn  for  405,  and  B, 
having  got  the  405,  goes  out  with  the  intention  of 
buying  two  tons  of  coal  of  C,  but  by  the  time  he 
gets  to  C  to  buy  the  coal,  the  output  of  coal  having 
fallen  as  supposed,  there  is  less  coal  in  the  market, 
and  consequently  one  quarter  of  corn  is  only  worth 
one-and-a-half  tons  of  coal,  and  consequently  also 
when  B  gets  to  C  with  his  405,  he  only  gets  one-and- 
a-half  tons  of  coal  for  it.  The  restriction  of  the 
output  has  increased  the  coal  merchant's  profit,  for 
instead  of  being  able  to  buy  with  his  two  tons  of 
coal  one  quarter  of  corn,  he  is  enabled  to  get  a 
quarter  as  much  corn  again  as  before,  and  money 
has  been  the  medium  by  which  he  did  it.  If  there 
had  been  no  money,  he  could  not  have  got  it,  for  he 
would  have  given  his  coal  for  the  other  man's  corn 
straight  away,  and  the  matter  would  have  been  fixed 
and  settled. 

Price,  therefore,  varies  inversely  with  quantity. 
Price  rises  as  quantity  falls.  What  is  it,  then,  that 
rises  with  a  fall  in  quantity  ?  What  is  it  that  price 
measures  ?  Why  did  the  coal  merchant  raise  the 
price?  Surely  because  the  value  or  the  desire  of 
the  public  to  possess  or  buy  rose  with  the  fall  in 
quantity ;  and  if  the  price  rises  with  the  desire  of 
the  public,  surely  it  is  reasonable  to  assert  that  price 
measures  that  desire.  Price,  then,  because  it  is 
the  medium  of  exchange,  becomes  the  measure  of 
desire. 
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Money,  then,  being  the  medium  of  exchange, 
and  exchange  being  a  barter  of  varying  quantities, 
money  measures  the  amount  of  desire  for  a  given 
quantity  at  any  particular  time.  Inasmuch,  then, 
as  desire  to  possess  is  an  abstract  idea,  capable  of 
being  expressed  in  objects,  so  money,  being  that 
which  measures  it,  must  be  an  abstract  idea  capable 
of  being  objectively  expressed. 

Now  so  far  as  money  is  a  medium  of  exchange 
there  must  be  some  valuable  quantity  behind  it. 
The  mere  measuring  off  of  what  may  be  supposed 
to  be  the  value  of  the  public  for  a  given  article  will 
not  satisfy  a  vendor  of  goods,  who  naturally  expects 
something  valuable  in  return  for  those  he  parts  with, 
and  it  is  necessary,  therefore,  that  money  should 
either  be  in  itself  otherwise  valuable  or  have  the 
power  of  obtaining  other  valuables. 

Now  I  use  the  words  "in  itself  otherwise"  to 
express  what  is  called  intrinsic  value.  Money,  as  a 
universal  medium,  is  no  good  unless  the  person  who 
takes  it  finds  his  equivalent  in  itself,  or  is  able  to 
find  it  in  something  into  which  the  money  itself  can 
be  turned  actually  and  physically,  or  is  able  to  find 
his  equivalent  in  something  into  which  the  money 
can  be  not  actually  but  potentially  turned. 

The  miser  may  be  said  to  find  his  equivalent  for 
what  he  sells  in  the  sovereign  itself.  Another  person 
may  find  his  equivalent  in  a  ring  made  of  the  sove- 
reign beaten  out,  which  represents  its  intrinsic  value ; 
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and  a  third  person  may  find  it  in  the  purchase  of 
two  stalls  for  a  theatre ;  but  in  whichever  way  the 
equivalent  is  found  there  is  something  valuable — a 
valuable  object  attached  to  the  medium  of  exchange. 

Although,  then,  a  valuable  object  is  a  necessity  to 
a  medium,  yet  it  is  quite  unnecessary  to  a  medium 
that  the  value  should  be  in  or  be  given  with  the 
medium.  So  long  as  the  medium  conveys  poten- 
tiality, or  the  power  to  obtain  a  valuable  object  or 
objects,  all  the  requisites  of  a  good  medium  are 
present. 

Money,  however,  is  not  solely  a  medium  ;  it  is  the 
measure  of  value,  and  consequently  money  should 
not  merely  contain  the  power  to  obtain  valuables,  but 
also  the  measure  of  value  in  the  valuables.  Money 
is  that  which  enables  you  to  obtain  an  unknown 
quantity  of  objects,  whose  sum  must  be  of  a  known 
quality.  It  is  the  power  of  obtaining  quality  in 
quantity.  £100  in  money  will  enable  you  to  obtain 
a  thousand  different  things  or  a  fixed  quantity  of  one 
thing ;  but  whatever  the  sorts  of  things  or  quantity 
of  things,  the  sum  total  of  the  quality  in  those  things 
will  always  be  the  same. 

It  is  for  this  reason,  then,  that  bank-notes  are 
money,  coin  is  money,  cheques  are  money,  because 
you  can  always  get  (in  the  case  of  cheques,  assuming 
them  to  be  good)  any  quantity  of  objects  having 
or  representing  a  fixed  or  limited  quality  or  power 
of  satisfying  your  wants.  But  title-deeds  are  not 
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money,  shares  in  a  company,  or  bank-stock,  or 
Three  per  Cents  are  not  money,  because  they  do  not 
at  the  time  when  they  are  parted  with  measure,  fix, 
or  limit  the  quality  of  the  objects  to  be  obtained 
with  them.  Moreover,  I  think  I  ought  to  add  that 
the  quality  of  the  objects  to  be  obtained  by  money 
must  be  directly  obtainable,  that  is  to  say,  to  exclude 
from  the  use  of  the  word  money  promissory  notes 
and  bills  of  exchange ;  they  are  not  money  because 
the  power  of  getting  an  unknown  quantity  of  objects 
of  a  fixed  quality  by  means  of  them  can  only  be 
done  indirectly,  i.e.,  by  discounting  them  you  can 
get  money  for  them,  therefore  they  are  not  money. 

Now  the  difference  between  money  and  coin  is 
the  difference  between  the  abstract  and  the  parti- 
cular. Money  is  the  power  of  getting;  coin  the 
power  -got.  Coin  must  possess  intrinsic  value,  that 
is  to  say,  have  a  value  when  it  ceases  to  be  coin. 
Intrinsic  value  is  the  value  of  a  sovereign  as  gold 
when  used  for  any  other  purpose  than  coining  sove- 
reigns. 

The  idea  conveyed  by  coin  is  a  medium  of 
exchange,  which  is  in  itself  and  by  itself  otherwise 
valuable. 

The  difference  between  coin  which  is  money  and 
money  which  is  not  coin  is  best  expressed  by  the 
attitude  of  the  vendor  of  goods.  Most  vendors 
require  the  purchase  money  to  be  paid  in  coin. 
Unless  they  know  and  can  trust  the  word  of  the 
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purchaser,  they  insist  upon  having  the  valuables 
paid  to  them  instead  of  being  given  the  title-deeds 
to  valuables,  i.e.,  cheque.  But  it  will  be  suggested 
that  bank-notes  are  only  title-deeds,  and  yet  all 
vendors  will  take  them.  Bank-notes,  then,  are  not 
coin,  but  as  good  as  coin,  and  they  are  as  good  as 
coin  so  long  as  the  solvency  of  the  guarantor  is 
good,  the  guarantor  being  the  State.  The  State  has 
guaranteed  the  payment  by  Act  of  Parliament,  and 
therefore  bank-notes  are  to  all  intents  and  purposes 
coin  ;  but  once  let  the  faith  of  the  public  be  shaken 
in  the  guarantor,  and  then  bank-notes  will  be  reduced 
to  the  same  footing  as  a  cheque,  and  will  be  accepted 
so  far,  and  only  so  far,  as  the  public  trust  the  State. 
The  idea  of  the  public  trusting  the  public  only  so 
far  as  its  representatives  can  squeeze  it,  is  perhaps 
somewhat  comical ;  but  a  study  of  politics  will  show 
that  the  public  generally  give  the  greatest  trust  to 
those  representatives  who  can  squeeze  the  most  out 
of  them  ;  or  perhaps  it  should  be  put  the  other  way, 
that  the  trust  is  the  lever  by  which  the  squeezing  is 
done.  I  cannot,  however,  help  thinking  the  loss  of 
trust  must  infallibly  accompany  the  failure  to  apply 
monetary  pressure  on  the  public.  The  public  rather 
expect  to  be  squeezed,  and  like  it,  which  perhaps  is 
one  of  the  reasons  why  popular  government  must 
always  come  to  grief. 

Before  passing  away  from  this  question  of  money 
and  the  exchange  of  fluctuating  quantities,  I  wish 
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to  say  a  few  words  about  capital  regarded  as  excess 
of  supply  and  capital  regarded  as  money. 

The  reader  will  have  seen,  to  go  back  to  the  old 
illustration  of  quarters  of  corn  and  tons  of  coal, 
that  by  reason  of  a  fluctuation  in  the  output  of  coal 
the  coal  merchant  got  a  profit,  he  was  able  to  keep 
half-a-ton  in  hand  ;  and  the  corn  vendor,  having 
only  405,  could  not  buy  that  half  ton.  Now  if 
this  was  the  mode  in  which  the  matter  was  always 
arranged,  it  will  be  seen  that  all  the  capital  of  the 
country  would  consist  of  most  unsuitable  objects. 
That  production  was  not  in  excess  but  ill-assorted. 
The  excess  of  supply  of  coal  in  the  coal  merchant's 
hands,  consequent  upon  an  alteration  in  value,  would 
be  no  use  as  capital,  and  consequently  arrangements 
exist  in  commercial  society  by  which  this  coal  is 
disposed  of  by  the  coal  merchant,  thereby  turning 
his  capital,  as  it  were,  into  money  or  goods  of  the 
required  sort.  Capital  being  the  excess  of  supply, 
which  by  transmutation  is  condensed. 

The  coal  merchant  transmutes  his  coal  into  coin 
or  into  fixed  capital,  such  as  machinery,  and  he  does 
this  by  getting  credit ;  he  gives  a  bill  for  three 
months,  for  instance,  and  he  is  at  once  in  the 
possession  of  money,  for  he  probably  discounts  his 
bill.  Now  it  is  this  excess  of  supply  which  enables 
him  to  get  credit,  and  being  trusted  with  the  means 
of  buying  fixed  capital  or  of  paying  wages,  he  at 
once  engages  himself  in  turning  the  excess  of  coal 
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into  whatever  sort  of  thing  he  thinks  will  procure 
him  a  profit.  The  profit,  in  the  first  instance,  is 
merely  the  precursor  of  future  profits  ;  and  although 
he  has  to  pay,  in  the  shape  of  discount,  for  the 
privilege  of  getting  his  excess  of  supply  coal  trans- 
muted by  means  of  a  bill  into  all  sorts  or  any  sort 
of  other  things,  yet  the  price  he  has  to  pay  is 
comparatively  small,  these  adjustments  being  quickly 
and  easily  made  in  any  commercial  society. 

The  reader  will  easily  see  how  soon  the  excess  of 
supply  may  be  transmuted  and  turned  over  and  how 
quickly  capital  may  increase  by  means  of  credit  in  the 
hands  of  a  skilful  man,  more  particularly  when,  as  is 
the  case,  the  coals,  although  the  source  of  credit 
may  be  sold  long  before  three  months  are  up  and 
the  proceeds  be  turned  to  account  as  capital. 

All  this  must  be  borne  in  mind,  or  it  is  impossible 
to  understand  how  capital  arises  in  a  commercial 
estate.  Professor  Hearn  and  many  other  economists 
seem  to  think  it  is  impossible  to  trace  the  beginnings 
of  capital ;  but  although  this  is  true  ideally,  it  is 
perfectly  easy  really. 

The  excess  of  supply  to  the  coal  merchant  was 
his  capital,  but  he  turns  it  into  money  or  coin  and 
calls  that  money  his  capital ;  and  all  other  traders 
do  the  same,  the  general  result  being  that  the  capital 
or  coin  is  deposited  at  banks  and  upon  it  people 
generally  get  credit ;  and  this  being  the  general  way 
of  doing  business,  the  result  is  that  a  large  quantity 
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of  bullion  is  deposited  at  the  Bank  of  England  to 
represent  the  producer  and  trader's  capital  accruing 
by  exchange. 

The  above  considerations  help  us  very  materially 
in  forming  some  conclusions  concerning  what  are 
technically  termed  commercial  crises,  and  enable  us 
at  once  to  see  why  it  is  that  at  a  crisis  it  becomes 
not  only  useful  but  necessary  to  lower  the  bullion 
reserves  at  the  Bank  of  England.  Idealists  have 
naturally  considered  that  a  crisis  is  caused  by  an 
under  supply  of  money,  and  that,  consequently,  in  a 
crisis  it  is  the  business  of  the  Bank  of  England  to 
try  and  increase  its  stock  of  money  or  bullion  so  as 
to  enable  more  purchases  to  be  made  ;  not  only, 
however,  is  this  theory  denied  by  facts,  but  as 
Professor  Price  points  out  in  his  "Practical  Political 
Economy,"  p.  461,  ''The  lowering  of  the  Bank 
reserves  at  the  crisis  of  1866  was  carried  out  amidst 
the  vehement  applause  of  the  most  ardent  preachers 
of  salvation  by  gold." 

Brisk  trade  is  caused  by  great  inequality  in 
exchange,  sellers  get  large  profits  on  their  transac- 
tions, and  the  competition  of  individuals  for  these 
large  profits  very  soon  reduces  them.  In  proportion 
as  these  profits  are  reduced,  exchange  draws  nearer 
and  nearer  to  equality,  and  in  a  crisis  the  tendency 
is  for  the  inequality  to  step  over  the  boundary  line, 
sellers  are  compelled  to  sell,  and  consequently, 
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instead  of  getting  more  than  they  give,  or  a  profit, 
they  get  less,  or  a  loss. 

In  so  far,  then,  as  there  is  perfect  equality  of 
exchange,  the  bullion  is  useless,  for  payment  is  made 
by  cheques  or  bills  which  are  backed  by  goods. 
Barter  is  really  taking  place,  and  money  in  the 
shape  of  cheques  is  merely  the  measure  which 
proves  the  equality. 

Bullion  is  used  to  represent  the  balance  of  goods 
over  and  above  the  equality,  when  that  balance  is  in 
favour  of  sellers  or  producers.  In  times  of  brisk 
trade  the  Bank  of  England  hold  their  reserve  on 
behalf  of  producers,  and  to  a  certain  extent  it 
represents  the  amount  paid  by  consumers  to  pro- 
ducers in  excess  of  the  equality  of  exchange.  As 
profits  diminish,  the  reserve  naturally  falls  ;  for  the 
excess  of  supply,  for  which  payment  has  to  be  made 
in  bullion  by  consumers,  is  getting  reduced  by  com- 
petition, and  therefore  at  the  time  of  a  commercial 
crisis  the  bullion  reserves  at  the  Bank  of  England 
are  absolutely  useless.  Ideally  there  is  an  under 
supply  of  money,  that  is  to  say,  an  under  supply  in 
the  hands  of  the  consumer,  all  ideal  arguments 
being  consumer  arguments.  The  means  of  paying 
are  taken  away  from  consumers,  and  therefore  there 
is  an  under  supply  of  money. 

The  Bank  of  England,  then,  reduce  their  supply  of 
bullion ;  they  let  it  out  to  the  public,  and  it  goes  at 
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once  and  directly  into  the  consumer's  pocket,  who 
returns  it  to  the  producer,  but  only  in  return  for 
goods  sold  and  delivered. 

The  bullion  may,  then,  be  described  as  floating 
over  into  the  public  pockets,  into  the  pockets  of 
the  small  consumers,  and  consequently  in  a  great 
measure  tend  to  raise  prices,  and  helps  to  restore 
the  balance  of  trade  in  favour  of  producers. 

Producers  deal  in  goods  and  not  in  bullion,  and 
consequently  when  the  markets  are  unfavourable  to 
them,  bullion  in  the  coffers  of  the  Bank  of  England 
is  useless;  it  does  not  enable  the  public  to  buy  more 
or  to  raise  their  prices,  for  they  have  probably  got 
quite  as  much  as  they  want,  and  would  not  buy  more 
in  proportion  to  a  reduced  price,  which  is  essential 
if  producers  are  to  get  a  profit. 

I  do  not  mean  for  a  moment  to  assert  that  the 
bullion  at  the  Bank  of  England  represents  the  totality 
of  excess  or  supply,  but  merely  that  it  is  the  head 
or  culminating  point,  that  the  bank  is  the  type  of 
commercial  society  at  the  time. 

Professor  Price  has  taken  a  great  deal  of  trouble 
to  explain  to  his  readers  that  the  raising  of  the  bank- 
rate  is  not  dependent  upon  the  bullion  reserves,  that 
considerations  unknown  to  the  commercial  world 
and  known  to  the  directors  of  the  bank  are  the 
operative  cause  of  a  rise  in  the  bank-rate. 

Those  who  consider  the  above  explanation  of  the 
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matter,  will  see  that  in  times  of  steady  and  fair 
trade  a  rise  in  the  bank-rate  should  follow  upon  the 
lowering  of  the  reserve,  but  that  with  an  exterior 
declining  market  no  rise  would  take  place  notwith- 
standing a  decrease  in  the  reserves  ;  and  that, 
therefore,  when  we  see  in  City  articles  a  notice 
of  a  diminishing  reserve  and  the  assumption  that 
the  rate  will  rise,  the  wish  for  good  trade  has 
been  father  to  the  thought,  that  the  bank  directors 
will  proclaim  to  the  world  that  it  is  so.  The  action 
of  the  bank  directors  follows  upon  and  does  not 
control  the  market,  and  the  bank-rate  must  rise  in 
proportion  to  the  excess  of  supply,  or  the  increase 
in  the  profit  on  trading  transactions,  for  it  is  this 
which  the  bank  reserves  have  to  represent. 

From  what  we  have  said  concerning  exchange 
and  the  bank-rate,  it  follows  that  the  higher  the  rate 
rises  or  the  greater  the  excess  of  supply,  the  larger 
must  be  the  quantity  of  capital  which  it  is  desired  to 
employ  reproductively. 

So  that  the  amount  of  bullion  at  the  bank  not 
only  indicates  the  state  of  trade,  whether  prosperous 
or  otherwise,  but  it  also  indicates  the  spirit  of 
progress. 

There  are  two  ways  in  which  material  desire  is 
capable  of  being  expressed,  the  productive  and  the 
reproductive,  and  capital  accrues,  that  is,  becomes 
fixed  in  form,  as  desire  is  drawn  from  the  productive 


THE  REAL.  351 


to  the  reproductive  form  ;  but  because  this  is  so  it  is 
not  necessarily  right  to  assume  that  there  is  always 
and  of  necessity  a  reproductive  form  of  investment 
for  capital ;  that  form  of  investment  may  or  may  not 
exist,  or,  if  existing,  may  increase  or  diminish. 

If  it  be  desired  to  build  a  great  railway  or  to 
make  a  canal,  a  quantity  of  capital  must  be  spent  to 
do  it.  In  order,  then,  to  get  capital,  sellers  must 
demand  high  prices ;  or,  to  look  at  the  matter 
objectively,  the  vendors  of  corn,  for  instance,  transfer 
a  large  portion  of  the  yearly  supply  to  reproductive 
employment.  This  limits  the  supply,  for  directly 
productive  consumption,  and  those  who  directly 
consume  must  pay  higher  prices  or  give  more  to  get 
that  which  they  desire  to  consume,  and  so  a  greater 
excess  arises.  In  consequence  of  this  excess  it  follows 
that  the  Bank  of  England  will  raise  the  rate  of  dis- 
count, so  as  to  cause  an  increased  supply  of  bullion 
to  pay  for  or  represent  the  excess,  therefore  the  bank- 
rate  will  indicate  the  amount  of  reproductive  employ- 
ment, as  well  as  the  increase  of  productive  employment, 
for  men  will  soon  set  labour  to  work  to  reduce  the 
extra  profits  of  the  productive  employer  of  labour. 

The  error,  therefore,  of  all  idealist  argument 
is,  that  it  assumes  an  unlimited  demand  for  the 
employment  of  capital,  a  state  of  things  never 
existent.  No  human  demand  is  unlimited,  of  what- 
ever nature  it  may  be,  and  although  the  fact  that  we 
cease  to  consume  productively  will  enable  us  if  we 
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so  desire  to  consume  reproductively,  yet  it  does  not 
follow,  as  economists  erroneously  suppose,  that  we 
shall  do  so,  and  unless  we  do  so  what  is  saved  is 
wasted,  and  what  is  spent  is  gained. 

While,  then,  the  bank-rate  of  discount  will  indicate 
the  quantity  of  reproductive  employment,  it  gives 
no  insight  whatever  into  the  question  of  productive 
employment  which  can  only  be  gauged  by  the 
amount  of  the  sums  which  balance  in  the  account. 
Taking  the  returns  of  the  banker's  clearing  house, 
the  sums  which  balance  represent  the  labour 
exchanged  by  means  of  credit  or  bills  of  exchange, 
the  amount  of  productive  consumption,  whether  that 
labour  be  given  in  producing  commodities  or  services 
is  another  question,  a  question  which  it  would  be 
neither  easy  nor  profitable  to  settle. 

The  form  which  labour  takes  is  not  of  much 
consequence  subjectively  considered.  Whether  I 
employ  a  man  in  making  combs  and  brushes  or 
employ  a  man  in  brushing  my  hair,  it  is  all  the  same 
so  far  as  the  world  is  concerned  and  myself,  also  if 
someone  else  wants  combs  and  brushes,  he  will 
employ  someone  else  to  make  them.  As  regards 
the  public  at  large,  the  question  simply  is  whether 
people  are  employed,  and  if  they  get  a  living  from 
their  employment,  so  long  as  they  do  that  no  man 
should,  I  think,  stigmatize  the  employment  as 
unproductive ;  the  employer  and  employed  both  get 
a  living  and  are  happy,  and  if  that  end  is  served 
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that  is  no  more  to  wish  for.  And  to  say  that  the 
man  who  employs  another  to  brush  his  hair  instead 
of  employing  him  in  making  combs  and  brushes  is 
wasting  the  productive  forces  of  the  country  is  to 
idealize,  is  to  argue  that  useless  things  are 
better  than  pleasure,  because  it  is  assumed  that 
a  brush  being  a  useful  object  unlimited  brushes 
must  be  useful. 

15.  On  the  influence  of  prices  on  credit. — The  reader 
will  have  noted  what  I  said  concerning  the  recovery 
of  countries  from  devastation  being  due  to  credit. 
Now  this  credit  is  due  to  price. 

When  a  country  has  been  devastated  the  inhabi- 
tants are  naturally  anxious  to  repair  the  ravages,  and 
they  are,  consequently,  very  ready  to  buy  without 
discussing  price.  They  consequently  pay  readily 
such  a  price  as  will  yield  a  fair  and  even  good  profit, 
and  credit  consequently  results.  It  is  price  which 
really  induces  credit  in  mercantile  affairs,  or,  to  be 
more  particular,  chance  of  profit  caused  by  expectation 
of  price.  By  price  it  must  be  understood  I  mean 
quantity  of  other  commodities  on  a  sale. 

Suppose  I  am  a  manufacturer,  my  credit  will 
depend  entirely  almost  upon  the  difference  between 
the  price  at  which  I  can  sell  my  goods  and  their  cost 
of  production,  but  inasmuch  as  people  never  can 
exactly  tell  what  it  costs  other  people  to  produce 
goods,  as,  in  fact,  they  are  dependent  in  a  great 
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measure  upon  a  guess  formed  or  judged  upon  the 
market  price  of  goods,  so  they  also  judge  of  a  man's 
profit  by  the  same  means,  and  he  generally  gets 
credit  according  to  the  market  price  of  his  commo- 
dity, although  other  circumstances  really  determine 
the  credit  when  the  matter  is  more  closely  looked 
into. 

Price,  then,  may  be  said  to  be  the  index  of  credit, 
and  the  more  price  rises  the  more  credit  will  rise, 
but  people  must  not  be  too  ready  to  rush  to  this 
conclusion  always,  for  the  reason  I  have  mentioned. 
Credit  depends  upon  differentiation  between  cost  of 
production  and  price  upon  the  alternating  fluctuation 
of  two  quantities,  and  although  we  may  generally 
assume  that  a  rise  in  one,  i.e.,  price,  will  increase 
credit,  or  a  fall  in  the  other,  i.e.,  cost  of  production, 
yet  each  case  must  be  judged  upon  its  merits,  and  it 
is  only  by  careful  collation  of  the  facts  that  any  true 
judgment  can  be  formed. 

Price,  then,  speaking  roughly,  influences  credit. 

A  word  to  my  philosophical  reader.  It  will  here 
be  seen  that  I  am  speaking  of  an  individual's  credit 
or  a  nation's  credit  of  the  manifold  grasped  as  a 
unity.  Now  let  us  turn  round  and  see  if  credit 
granted  in  any  particular  case  will  influence  prices 
in  other  cases,  i.e.,  let  us  turn  the  unity  into  a 
manifold. 

The  reader  who  has  reached  here  will  have  read 
the  ideal  view  of  the  influence  of  credit  on  price,  so 
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that  it  will  be  obvious  that  the  arguments  will  be 
reversed. 

By  credit  must  be  understood  the  trust  placed  by 
one  person  in  the  certainty  of  the  return  which 
another  person  will  get  for  his  labour  or  its  results. 
Now  this  trust  or  confidence  is  purely  an  idea  or 
mental  conception,  but  it  is  often  expressed  upon 
paper,  and  when  it  is  so  expressed  it  results  in  a 
mercantile  way  in  bills  of  exchange,  which  are,  as  I 
have  said  before,  requests  by  a  creditor  to  his  debtor 
to  pay  another  person,  and  in  these  requests  a  given 
quantity  of  time  is  mentioned,  it  may  be  one  month, 
two  months,  or  more,  just  as  it  is  the  custom  of 
the  trade  or  the  distance  apart  of  the  persons 
trading. 

Bills,  then,  are  a  form  of  credit ;  the  question, 
therefore,  is,  Do  bills  of  exchange  raise  price,  that  is, 
remembering  what  I  said  about  price,  Do  bills  of 
exchange  cause  the  person  who  buys  goods  to  give 
more  goods  than  he  would  otherwise  do  to  pay  for 
the  goods  he  buys  ? 

Suppose  A  sells  corn  to  B,  and  A  draws  upon  B 
for  the  amount,  will  B  have  to  pay  a  higher  price  in 
consequence  of  his  not  paying  A  at  once  ? 

Surely  the  answer  is  obvious,  that  to  the  extent 
of  the  discount  he  must  pay  more,  for  the  price,  less 
discount,  is  all  A  gets  for  his  corn,  and  therefore 
his  profit  must  come  out  of  his  price,  less  discount, 
therefore  by  how  much  there  is  discount  by  so  much 
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he  must  increase  his  price  if  he  desires  the  usual 
profit. 

It  follows,  then,  that  credit  raises  prices  to  the 
extent  of  discount.  Now  consider  for  a  moment 
what  it  is  that  the  bill  discounter  gets  when  he  dis- 
counts his  bill.  He  gives  the  vendor  the  price,  i.e.,  the 
quantity  of  other  goods  in  exchange,  or,  to  be  more 
accurate,  the  power  of  instantly  obtaining  that 
quantity,  and  there  is  something  remaining  on  the 
bill  to  be  paid  for  by  the  purchaser  of  the  corn.  B, 
that  is,  has  to  give  him  the  equivalent  or  value  for 
the  discount ;  now  in  what  form  does  he  do  this  ? 
He  cannot  give  him  goods  because  the  discounter  of 
a  bill,  when  he  discounts  it,  in  reality,  gives  B  time  to 
make  the  goods.  Therefore,  it  seems  to  me,  he  must 
give  him  something  which  is  actually  valuable  and 
ready  to  hand  at  once.  And  what  is  that  something  ? 
Surely  it  is  gold — bullion,  if  you  like  to  call  it  so. 
Therefore  a  discounter  of  bills  gets  a  certain  quantity 
of  gold  at  once  and  a  certain  quantity  of  commodities 
hereafter,  and  the  total  value  of  gold  and  commo- 
dities equals  the  amount  for  which  the  bill  is  drawn. 

Therefore,  the  object  of  gold  is  to  buy  time. 

Now  as  it  is  customary  for  writers  under  this 
heading  to  say  a  word  concerning  the  bank  reserves, 
I  will  add  a  word  here  about  them,  but  I  hope  the 
reader  will  not  therefore  assume  that  I  am  going  to 
fall  into  the  error  of  considering  bills  and  bank- 
notes as  forms  of  credit. 
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I  have  said  that  the  a  priori  of  credit  is  time  bills 
are  given  for  a  fixed  period ;  bank-notes  are  not  a 
form  of  credit  therefore,  eternity  is  the  a  priori 
concerning  them,  or  to  reduce  it  to  plain  language, 
there  is  nothing  external  that  limits  the  amount  of 
gold  you  can  demand  for  them  ;  presumably  you  can 
get  as  much  gold  as  there  are  bank-notes,  but  a 
certain  amount  of  bullion  is  all  which  it  is  con- 
sidered essential  should  be  kept  at  the  bank  in  case 
demanded. 

What,  then,  should  be  the  limit  of  this  quantity  of 
bullion  ?  We  have  seen  that  the  amount  of  gold 
necessary  to  discount  trade  bills  is  represented  by 
the  amount  of  the  discount  on  those  bills.  Does  it 
not  therefore  follow,  or  seem  to  follow,  that  if  credit 
creates  a  necessity  for  bullion  to  the  extent  of  the 
discount  or  loss  on  an  exchange  the  abolition  of 
credit  will  create  a  necessity  for  an  amount  of 
bullion  equal  to  the  extent  of  profit,  gain,  interest, 
or  inequality  in  an  exchange. 

The  fact  is  that  a  rise  in  price  or  greater  inequality 
in  exchange  causes  the  bank  to  desire  more  bullion, 
and  the  stock  of  bullion  being  limited  it  has  to  be 
drawn  from  those  who  discount  bills,  and  they  in 
turn  draw  it  from  the  public,  so  that  by  degrees  the 
outside  or  retail  price  of  commodities  falls  again, 
thus  establishing  a  sort  of  circular  equilibrium.  It 
would  be  a  curious  and  interesting  study,  the  study 
of  the  rise  and  fall  of  outside  prices  as  compared 
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with  the  bank-rate  of  discount.  Is  there  any  appre- 
ciable difference  in  time  between  such  rise  and  fall  ? 
The  length  of  time  would  probably  give  a  criterion 
of  the  length  of  time  trade  would  remain  good  or 
bad. 

1 6.  Of  the  desirability  of  the  coincidence  in  coin  of  ex- 
trinsic and  intrinsic  value. — This  question  is  one  which 
of  all  others  concerning  money  has  been  most  thought 
about  and  argued  upon.  Is  it  good  that  both  sorts 
of  value  should  in  coin  be  equal  as  is  the  case  in  a 
sovereign  ?  We  cannot  help  thinking  that  it  is  good 
that  the  chief  monetary  factor  should  possess  both 
these  qualities,  for  it  then  represents  to  the  public  the 
all  of  philosophy  and  economy.  There  is  no  view  of 
the  matter  which  is  not  represented  and  expressed, 
and  the  man  who  feels  that  while  talking  of  abstract 
pounds  he  is  counting  concrete  sovereigns,  feels 
a  stability  in  his  measure,  a  power  of  expression 
which  he  is  capable  of  conveying  both  to  the 
savage  and  the  civilized,  to  the  inhabitant  of 
his  own  as  well  as  to  that  of  another  country. 
A  sovereign  is  at  once  the  macute,  and  the 
current  money  of  the  merchant.  But  while  its 
power  of  measuring  is  thus  universal,  and  partly 
on  account  of  it,  there  seems  an  excellent  reason  why 
the  division  of  it  should  not  contain  equal  intrinsic 
and  extrinsic  value,  for  it  is  essential  that  money 
should  be  an  immaterial  measure,  that  it  should,  as 
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it  were,  contain  evidence  that  mind  operates  in  the 
smallest  transactions  of  business  as  well  as  the  larger, 
and  were  our  shillings  to  contain  equal  values  as  a 
sovereign  does,  we  should  be  making  use  of  a  dual 
measure  which  must  lead  to  confusion ;  it  would  be 
like  introducing  a  fresh  yard  of  a  different  length, 
and  no  man  would  know  which  to  measure  by. 

The  sovereign  is  the  type  of  unity  and  equality  at 
which  we  all  aim,  and  the  shilling  the  type  of  the 
inequality  by  which  we  attain  it. 

The  sovereign  is  as  a  coin  difficult  to  keep  in 
circulation,  because  of  the  coincidence  of  values  in 
it,  for  when  used  among  those  to  whom  its  extrinsic 
value  is  nil,  its  intrinsic  value  comes  into  play,  and 
the  holder  is  apt  to  melt  it  down  and  use  it  for  other 
purposes. 

It  would  be  a  great  thing  done  in  relation  to 
coinage,  if  nations  could  agree  to  have  a  coin — one 
coin — in  their  circulations  of  the  same  extrinsic  and 
intrinsic  values.  Subdivision  might  then  be  left  to 
chance,  for  however  much  theory  may  cry  up  the 
decimal  system,  there  is  no  doubt  that  practice 
prefers  dividing  in  the  method  employed  in  this 
country. 

The  20  mark  piece  of  Germany  coincides  in 
extrinsic  and,  within  a  fraction,  in  intrinsic  value 
with  an  English  sovereign,  and  if  America  could 
be  persuaded  to  coin  a  five-dollar  gold  coin  of  a 
similar  intrinsic  value,  international  coinage  would 
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be  helped  on  materially,  for  similarity  in  diversity 
is  better  than  identity.  People  do  not  like  to  loose 
the  latter,  nor  is  it  good  that  they  should,  while 
similarity  tends  to  promote  commerce  by  facilitating 
it,  and  were  Americans  to  start  a  five-dollar  gold 
coin  of  the  intrinsic  value  of  a  sovereign  and  call  it 
a  president,  we  cannot  help  thinking  that  it  would 
confer  a  boon  upon  commercial  circles,  far  out- 
weighing any  decimal  system. 

In  small  transactions  it  is  true  that  the  actual 
intrinsic  value  of  coin  is  but  little  regarded,  but  at 
the  same  time  it  is  good  to  have  a  unit  to  start 
from  which  will  measure  all  sorts  of  values,  but  in 
international  commerce  everything  depends  upon 
the  rate  of  exchange,  which  is  solely  a  question  of 
intrinsic  value.  A  sovereign  forms  merely  a  starting- 
point,  and  conveys  from  its  concreteness  a  much 
better  idea  than  a  pound,  though  it  is  clear  that 
commercial  people  are  fonder  of  the  expression 
pound  sterling,  which  of  course  means  the  same 
thing  as  a  sovereign,  for  sterling  is  but  another 
way  of  expressing  material — a  material  pound. 
Sterling  is  used  to  convey  the  idea  of  that  which  has 
a  fixed  intrinsic  value,  as  sterling  silver.  A  pound 
sterling  must  naturally,  however,  be  confined  to 
gold  pounds,  for  a  pound's  intrinsic  value  in  silver 
is  greater  than  a  pound's  worth  of  silver  coin, — 
that  is,  the  values  do  not  coincide. 

The  inequality  between  the  values  of  the  smaller 
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coinage  of  the  country  seems  to  afford  a  means  of 
payment  for  the  depreciation  in  its  intrinsic  value 
through  use, — that  is  to  say,  the  coinage  of 
ninepence  worth  of  silver  into  a  shilling  affords 
the  mint,  or  might  be  made  to  afford  the  mint,  a 
means  of  preventing  the  value  of  the  shilling  from 
going  below  ninepence,  which  its  use  in  circulation 
tends  to  cause  it  to  do.  A  greater  loss,  however, 
probably  takes  place  upon  the  gold  coinage,  which 
it  would  be  inequitable  to  throw  on  the  in- 
equality of  values  in  silver  to  make  up,  yet  it 
seems  better  both  by  theory  and  practice  not  to 
take  away  from  the  intrinsic  value  of  a  sovereign 
to  make  up  the  loss  by  the  circulation  of  the  gold. 


BOOK  III. 


DISTRIBUTION. 


CHAPTER   I. 

DISTRIBUTION    BEFORE    EXCHANGE. 

I.  Preliminary. — It  is  customary  with  the  best 
writers  on  Political  Economy  to  divide  their 
treatises  on  the  subject  into  sections,  dealing  with 
the  production,  distribution,  and  exchange  of  wealth, 
and  no  better  divisions  could,  I  think,  possibly  be 
found  for  a  treatise  on  the  subject,  and  to  those 
divisions  I  have  adhered,  supplementing  them  how- 
ever, by  a  fourth,  namely,  consumption.  But  while 
adhering  to  the  divisions  of  my  subject,  as  such,  I 
have,  for  reasons  which  I  do  not  propose  exactly 
to  explain,  but  which  I  will  foreshadow,  altered  the 
position  of  the  divisions. 

In  treating  exchange  from  an  ideal  point  of  view, 
it  has  been  seen  that  exchange  virtually  produces  no 
effect,  save  in  the  displacement  of  goods,  that  is  to 
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say,  exchange  viewed  ideally  is  merely  the  locomotion 
of  goods.  Certain  quantities  or  values  of  goods  are 
moved  from  one  place,  and  certain  other  equally 
valuable  goods  are  put  in  the  place  occupied  origin- 
ally by  the  former.  Assuming,  then,  for  the  moment, 
that  value  is  the  measure  of  wealth,  the  distribution 
of  wealth,  or  rather,  I  had  perhaps  better  say, 
the  differentiation  of  wealth  among  the  classes 
possessing  it,  is  unaffected  by  exchange,  for  the  wealth 
being  the  value,  and  the  value  being  the  same,  it  is 
perfectly  easy  to  consider  the  wealth  of  the  various 
classes  as  unaffected  by  exchange.  The  wealth  of 
all  classes  is  not  altered  by  exchange,  though  the 
commodities  may  be. 

Inasmuch,  then,  as  ideally  exchange  only  affects 
commodities  and  not  wealth,  it  is  usual  and  custom- 
ary with  idealists  to  place  the  section  distribution 
before  exchange,  and  this  is  perfectly  correct  and 
the  true  way  of  putting  the  matter.  You  have  the 
production,  the  distribution,  and  the  exchange  of 
commodities. 

But  in  writing  on  economy  I  have  given  some 
prominence  to  what  I  consider  to  be  the  real  view 
of  the  matter,  using  the  word  real  philosophically  of 
course.  My  real  view  may  be  no  more  really  real 
than  my  ideal  view,  but  I  must  perforce  call  one  by 
one  designation,  and  the  other  by  another,  or  how  is 
it  possible  to  tell  which  is  which  ? 

Now,  according  to  my  real  view  of  exchange,  as  I 
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call  it,  it  is  seen,  of  course,  that  exchange  is  the  deus 
ex  machind  of  economy.  Wealth  proceeds  from  it, 
capital  proceeds  from  it,  all  sorts  of  good  things  and 
benefits  are  obtained  by  it ;  and  certain  results,  called 
by  socialists  evil  results,  come  from  it ;  and  it  is 
because  of  its  effect  upon  the  increase  or  decrease  of 
wealth,  as  distinguished  from  its  distribution,  that 
the  discussion  of  that  distribution  is  here  placed 
after  exchange,  for  who  would  discuss  effect  first  and 
cause  afterwards.  If  the  exchange  of  commodities 
promotes  wealth,  and  by  exchange  commodities  are 
distributed,  then  distribution  as  an  effect  should  be 
considered  after  exchange  which  is  a  cause. 

In  considering  distribution,  then,  it  will  be  found 
that  it  is  capable  of  being  considered  under  two 
heads,  namely,  distribution  before  exchange  and 
distribution  after  exchange.  I  make  a  special  point 
of  this,  because  the  two  sorts  of  distribution  are 
divided  by  an  interval  of  time.  Time  is  the  cause  of 
the  differentiation  of  distribution,  that  is  to  say, 
of  its  being  divided  into  the  distribution  before  and 
after  exchange. 

The  distribution  of  a  commodity,  meaning  thereby 
its  ideal  division  into  all  those  elements  which  go  to 
form  cost  of  production,  cannot  possibly  take  place 
in  actual  fact  before  exchange  unless  there  is  some 
means  by  which  the  interval  of  time,  which  is 
necessarily  consumed  in  its  production  and  sale,  can  be 
bridged  over.  If  I  can  only  obtain,  as  a  manufacturer, 
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the  price  of  my  goods,  that  is,  their  equivalent  in 
other  commodities  only  at  the  time  or  after  the  time 
when  I  sell  them,  it  follows  that  during  production 
I  must  starve  as  well  as  my  workmen.  Economy  has, 
however,  arranged  a  plain  to  enable  me  to  avoid  this 
starvation.  Two  forms  of  bridges  over  time  are 
entrusted  to  the  manufacturer,  so  as  to  enable  him 
and  his  workmen  to  live  during  production,  one  is 
credit  and  the  other  capital.  The  object,  then,  of  these 
bridges  is  to  get  over  the  interval  of  time,  and  it 
is  only  by  an  elimination  of  time  as  an  a  priori  that 
distribution  can  rightly  be  considered  to  come 
before  exchange. 

The  distribution,  then,  of  a  commodity  before 
exchange  can  only  take  place  by  means  of  credit 
and  capital,  and  it  is  consequently  always  considered 
as  or  by  means  of  money,  money  being  that  by  which 
capital  and  credit  are  kept  up.  Money,  therefore,  is 
not  only  the  medium  by  which  commodities  are 
exchanged,  but  it  is  also  the  medium  of  their 
distribution  into  rent,  wages,  and  profits. 

If  you  will  take  up  any  good  work  on  Political 
Economy,  say,  for  instance,  Professor  Fawcett's 
"  Manual,"  and  turn  to  Book  II.,  chapter  ii.,  in  the 
table  of  contents,  you  will  find  wealth  is  distributed 
between  rent,  wages,  and  profits. 

These  words,  rent,  wages,  and  profits  all  mean  and 
imply  money,  for  rent  paid  in  kind  is  not  called 
rent,  but  service  ;  wages  when  paid  in  kind  were 
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originally  called  stipend,  stipendium  meaning  pay- 
ment by  weight,  i.e.,  quantity  instead  of  quality,  and 
profit  by  barter  strictly  is  inconceivable;  consequently, 
profit  means  money.  Money,  then,  is  the  medium  of 
distribution  of  things  abstractedly  considered. 

But  there  is  such  a  thing  as  the  distribution  of 
wealth,  or  distribution  after  exchange,  and  money 
is  unnecessary  to  a  consideration  of  that  distribution. 
All  socialist  questions  are  questions  dealing  with 
wealth,  or  rather,  with  wealth  by  means  of  com- 
modities. The  great  aim  of  socialists  is  to  prevent 
exchange,  to  make  exchange  barter  instead  of 
exchange  with  a  medium,  or  to  abolish  profit. 

In  dealing,  then,  with  distribution  we  will  first 
consider  the  distribution  of  a  commodity  into  rent, 
wage,  and  profits,  and  inasmuch  as  money  like  wealth 
is  an  abstract  general  idea,  it  will  be  found  that  all 
arguments  concerning  the  distribution  of  wealth  by 
means  of  money  resolve  themselves  into  ideal  or  real 
arguments. 

I  think  the  reader  will  see  it  is  just  as  easy  to  take 
one  view  as  the  other,  although  economists  confine 
themselves  to  one  in  particular. 

2.  Of  the  cause  of  rent. — There  is  no  doubt,  or  very 
little  now,  as  Sir  Henry  Maine  and  others  have  shown, 
that  among  the  Aryan  tribes  landed  property  was 
originally  both  possessed  and  divided  communally, 
and  in  order  that  that  division  might  be  carried  out 
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each  community,  upon  settling  on  a  piece  of  land, 
put  a  limit  upon  the  quantity  which  they  fixed  on 
their  inheritance,  and  then  divided  it  up  among  all 
the  members  at  different  periods,  so  that  each  man's 
possession  only  lasted  for  a  certain  time.  It  is 
needless  to  remark  that  such  an  arrangement  could 
only  serve  during  very  primitive  times ;  to  divide, 
for  instance,  the  land  of  this  country  equally  among 
its  inhabitants  would  be  a  labour  impossible,  because 
of  its  magnitude. 

Seeing  that  this  perpetual  redivision  could  not 
last  long,  both  on  account  of  its  tendency  to  produce 
strife  for  certain  portions  and  to  paralyze  the  labours 
of  the  community  for  a  considerable  period, — for  in 
proportion  as  the  time  for  redivision  arrived  man's 
labours  would  relax,  the  abstraction  of  a  portion  of 
their  result  being  imminent, — it  became  necessary 
to  provide  a  means  of  individualizing  property.  It 
was  not,  however,  therefore  necessary  that  the  idea 
of  communal  property  should  be  given  up,  and  the 
struggle  to  confer  private  property  in  land,  and  at 
the  same  moment  to  deny  it,  resulted  in  the  bringing 
forth  of  rent,  or  the  acknowledgment  of  the  com- 
munal right. 

That  this  was  the  origin  of  rent  the  feudal  system 
and  the  laws  of  this  country  tend  to  show.  The  law 
of  England  declares  that  freeholders  are  merely 
free  tenants,  tenants  or  holders  of  land  from  the 
sovereign,  and  originally  there  seems  but  little  doubt 
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that  every  freeholder  paid  rent  to  the  sovereign,  or 
what  would  in  those  days  of  payment  in  kind  ,be 
regarded  as  rent.  The  greater  lords  under  the 
feudal  system  all  acknowledged  their  tenure  from 
their  sovereign,  they  paid  rent,  suit,  or  service,  as  it 
was  lawfully  demanded. 

No  man  in  the  country  was  permitted  absolute 
power  over  his  land,  all  were  ultimately  in  subjection 
to  the  sovereign,  and  the  sovereign  to  the  people. 

The  services  or  rents  of  the  greater  lords  tended 
to  extinction  in  consequence  of  their  irksomeness, 
increasing  in  proportion  to  their  smallness  and  want 
of  value  to  the  recipient,  or  from  their  being  bought 
of  the  crown  in  its  necessities  ;  but  for  all  that  they 
must  be  regarded  both  as  practically  existent  in  the 
rent  of  to-day  and  as  evidence  of  the  right  of  the 
individual  to  the  land,  being  subject  merely  to  the 
convenience  and  benefit  of  the  State,  of  that  benefit, 
and  how  it  is  conferred,  enough  has  been  said. 

Rent,  then,  I  consider  to  be,  in  the  first  place,  the 
acknowledgment  given  by  the  individual  to  the 
community  for  permanent  possession  of  what  was 
only  temporarily  possessed  before.  Taxes  and  rent  are 
of  very  similar  origin.  Rent  may  be  looked  upon  as 
an  acknowledgment,  and  taxes  on  land  as  the  price 
of  enforcing  the  acknowledgment  upon  others, 
though  it  may  seem  to  some  minds  ridiculous  to 
take  payment  for  a  grant  and  then  to  take  further 
payment  for  ensuring  possession  of  the  thing  granted. 
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Doubtless  this  view  is  to  a  great  extent  coincident 
with  the  commoner  view  that  rent  is  caused  by  a 
limitation  of  the  land  to  be  occupied.  It  will  be  seen 
from  the  next  section  that  Adam  Smith  and  Ricardo 
both  looked  upon  this  limitation  as  the  primary 
cause  of  rent. 

3.  Of  the  cause  of  the  rise  in  rents — the  ideal. — The 
following  I  quote  verbatum  from  Ricardo : — 

"  Rent  is  that  portion  of  the  produce  of  the  earth 
which  is  paid  to  the  landlord  for  the  use  of  the 
original  and  indestructible  powers  of  the  soil.  It  is 
often  however  confounded  with  the  interest  of 
capital,  and  in  popular  language  the  term  is  applied 
to  whatever  is  annually  paid  by  a  farmer  to  his 
landlord.  If  of  two  adjoining  farms  of  the  same 
extent,  and  of  the  same  natural  fertility,  one  had  all 
the  conveniences  of  farm  buildings,  and,  besides,  were 
properly  drained  and  manured  and  advantageously 
divided  by  hedges,  fences,  and  walls,  while  the  other 
had  none  of  these  advantages,  more  remuneration 
would  naturally  be  paid  for  the  use  of  one  than  for  the 
use  of  the  other  yet  in  both  cases  this  remuneration 
would  be  called  rent ;  but  it  is  evident  that  a  portion 
only  of  the  money  to  be  annually  paid  for  the  im- 
proved farm  would  be  given  for  the  original  and 
indestructible  powers  of  the  soil,  the  other  portion 
would  be  paid  for  the  use  of  the  capital  which  had 
been  employed  in  ameliorating  the  quality  of  the  land 
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and  in  erecting  such  buildings  as  were  necessary  to 
secure  and  preserve  the  produce." 

"Adam  Smith  sometimes  speaks  of  rent  in  the 
strict  sense  to  which  I  am  desirous  of  confining  it, 
but  more  often  in  the  popular  sense  in  which  the 
term  is  usually  employed.  He  tells  us  that  the 
demand  for  timber,  and  its  consequent  high  price  in 
the  more  southern  countries  of  Europe,  caused  a  rent 
to  be  paid  for  forests  in  Norway,  which  before  could 
afford  no  rent.  Is  it  not,  however,  evident  that  the 
persons  who  paid  what  he  thus  calls  rent  paid  it  in 
consideration  of  the  valuable  commodity  which  was 
then  standing  on  the  land,  and  that  he  actually  repaid 
himself  with  a  profit  by  the  sale  of  the  timber  !  If, 
indeed,  after  the  timber  was  removed  any  compensa- 
tion were  paid  to  the  landlord  for  the  use  of  the  land 
for  the  purpose  of  growing  timber  or  any  other 
produce,  with  a  view  to  future  demand  such  com- 
pensation might  justly  be  called  rent,  because  it 
would  be  paid  for  the  productive  powers  of  the  land, 
but  in  the  case  stated  by  Adam  Smith  the  compen- 
sation was  paid  for  the  liberty  of  removing  and 
selling  the  timber,  and  not  for  liberty  of  growing  it ; 
he  also  speaks  of  the  rent  of  coal  mines  and  of 
stone  quarries,  to  which  the  same  observation  applies, 
that  the  compensation  given  for  the  mine  or  quarry 
is  paid  for  the  value  of  the  coal  or  stone  which  can  be 
removed  from  them  and  has  no  connection  with  the 
original  and  indestructible  powers  of  the  land." 
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"  This  is  a  distinction  of  great  importance  in  an 
inquiry  concerning  rent  and  profits,  for  it  is  found 
that  the  laws  which  regulate  the  progress  of  rent  are 
widely  different  from  those  which  regulate  the  progress 
of  profit  and  seldom  operate  in  the  same  direction. 
In  all  improved  countries  that  which  is  annually  paid 
to  the  landlord  partaking  of  both  characters.  Rent 
and  profit  is  sometimes  kept  stationary  by  the  effects 
of  opposing  causes,  at  other  times  advances  or  recedes 
as  one  or  other  of  these  causes  preponderates.  In  the 
future  pages  of  this  work,  then,  whenever  I  speak  of 
the  rent  of  land  I  wish  to  be  understood  as  speaking  of 
that  compensation  which  is  paid  to  the  owner  of  land 
for  the  use  of  its  original  and  indestructible  power." 

"  On  the  first  settling  of  a  country  in  which  there  is 
abundance  of  rich  and  fertile  land,  a  very  small  pro- 
portion of  which  is  required  to  be  cultivated  for  the 
support  of  the  actual  population  or  indeed  can  be 
cultivated  with  the  capital  which  the  population  can 
command  there  will  be  no  rent,  for  no  one  would 
pay  for  the  use  of  land  when  there  was  an  abundant 
quantity  not  yet  appropriated,  and  therefore  at  the 
disposal  of  whosoever  might  choose  to  cultivate  it." 

"  On  the  common  principle  of  supply  and  demand 
no  rent  would  be  paid  for  such  land  for  the  reason 
stated  why  nothing  is  given  for  the  use  of  air  and 
water,  or  for  any  other  of  the  gifts  of  nature  which 
exist  in  boundless  quantity.  With  a  given  quantity 
of  materials  and  with  the  assistance  of  the  pressure  of 
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the  atmosphere  and  the  elasticity  of  steam  ;  engines 
may  perform  work  and  abridge  human  labour  to  a 
very  great  extent,  but  no  charge  is  made  for  the  use  of 
these  natural  aids  because  they  are  inexhaustible  and 
at  every  man's  disposal.  In  the  same  manner,  the 
brewer,  the  distiller,  the  dyer  make  incessant  use  of 
air  and  water  for  the  production  of  their  commodities, 
but  as  the  supply  is  boundless,  they  bear  no  price. 
If  all  the  land  had  the  same  properties,  if  it  were  un- 
limited in  quantity  and  uniform  in  quality,  no  charge 
could  be  made  for  its  use  unless  when  it  possessed 
peculiar  advantages  of  situation  ;  it  is  only,  then, 
because  land  is  not  unlimited  in  quantity  and  uniform 
in  quality,  and  because  in  the  progress  of  population 
land  of  an  inferior  quality  or  less  advantageously 
situated  is  called  into  cultivation  that  rent  is  ever 
paid  for  the  use  of  it.  When  in  the  progress  of 
society  land  of  the  second  degree  of  fertility  is  taken 
into  cultivation  rent  immediately  commences  on  that 
of  the  first  quality,  and  the  amount  of  that  rent  will 
depend  on  the  difference  in  the  quality  of  these  two 
portions  of  land." 

"  When  land  of  the  third  quality  is  taken  into 
cultivation  rent  immediately  commences  on  the 
second,  and  it  is  regulated  as  before  by  the  difference 
of  their  productive  powers.  At  the  same  time,  the  rent 
of  the  first  quality,  will  rise,  for  that  must  always  be 
above  the  rent  of  the  second  by  the  difference  between 
he  produce  which  they  yield.  With  a  given  quantity 
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of  capital  and  labour,  with  every  step  in  the  progress 
of  population  which  shall  oblige  a  country  to  have 
recourse  to  land  of  a  worse  quality  to  enable  it  to 
raise  its  supply  of  food,  rent  on  all  the  more  fertile 
land  will  rise. 

"Thus  suppose  land  No.  i,  2,  and  3,  to  yield, 
with  an  equal  employment  of  capital  and  labour,  a 
net  produce  of  100, 90,  and  80  quarters  of  corn.  In  a 
new  country,  where  there  is  an  abundance  of  fertile 
land  compared  with  the  population,  and  where  there- 
fore it  is  only  necessary  to  cultivate  No.  i,  the  whole 
net  produce  will  belong  to  the  cultivator  and  will  be 
the. profits  of  the  stock  which  he  advances.  As  soon 
as  population  had  so  far  increased  as  to  make  it 
necessary  to  cultivate  No.  2,  from  which  90  quarters 
only  can  be  obtained,  after  supporting  the  labourers, 
rent  would  commence  on  No.  i,  for  either  there 
must  be  two  rates  of  profit  on  agricultural  capital 
or  ten  quarters,  or  the  value  of  ten  quarters  must  be 
withdrawn  from  the  produce  of  No.  i  for  some 
other  purpose." 

"  Whether  the  proprietor  of  the  land  or  any  other 
person  cultivated  No.  i,  then  ten  quarters  would 
equally  constitute  rent,  for  the  cultivator  of  No.  2 
would  get  the  same  result  with  his  capital  whether 
he  cultivated  No.  i,  paying  ten  quarters  for  his  rent, 
or  continued  to  cultivate  No.  2  paying  no  rent.  In 
the  same  manner  it  might  be  shown  that  when  No.  3 
is  brought  into  cultivation  the  rent  of  No.  2  must 
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be  ten  quarters,  or  the  value  of  ten  quarters,  whilst 
the  rent  of  No.  i  would  rise  to  twenty  quarters,  for 
the  cultivator  of  No.  3  would  have  the  same  profits 
whether  he  paid  twenty  quarters  for  the  rent  of 
No.  i,  ten  quarters  for  the  rent  of  No.  2,  or  cultivated 
No.  3  free  of  all  rent." 

In  this  quotation  is  contained  the  sum  and  sub- 
stance of  Ricardo's  famous  theory  of  rent,  a  theory 
which  many  people  have  tried  to  refute  and  ridicule, 
and  in  which  endeavour  they  have  not  succeeded, 
for  the  theory  is  admirable  so  far  as  it  goes,  and 
assuming  the  ideal  basis  concerning  exchange,  i.e., 
that  in  exchange  is  no  profit. 

I  cannot  help,  however,  suggesting  that  I  see  no 
reason  in  Ricardo's  theory  to  show  why  agricultural 
rents  should  have  fallen  in  England  in  consequence 
of  Free  Trade.  If  the  Ricardian  theory  be  correct, 
then  the  reason  that  rents  have  fallen  in  England  is 
because  the  quantity  of  agricultural  produce  has  been 
lessened.  Is  it  so  I  ask  ?  If  I  take  a  farm  and  grow 
the  same  quantity  as  was  grown  fifteen  years  ago, 
then,  according  to  Ricardo,  I  can  afford  to  pay  the 
same  rent  as  was  paid  fifteen  or  more  years  ago,  or 
turn  it  the  other  way  round,  as  I  cannot  pay  the  same 
rent  I  must  be  growing  a  less  quantity  than  before. 

But,  again,  take  his  theory  considered  as  one  of 
differentiating  quantities.  Rents  rise  he  tells  us 
because  worse  land  comes  into  cultivation  ;  ergo,  rents 
fall  because  better  land  comes  into  cultivation.  Did 
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Free  Trade  bring  better  land  into  cultivation  ?  By 
better  is  presumably  understood  land  which  produces 
a  greater  quantity  upon  a  given  area.  Ideally  one 
can  conceive  a  person  calling  American  land  better 
than  English  land,  but  it  is  very  doubtful  indeed  if  it 
will  really  grow  more  wheat  on  a  given  acreage  than 
land  here.  That  the  wheat  is  grown  cheaper  in 
America  than  here  is  obvious,  but  cheapness  depends 
not  upon  fertility  of  soil  but  upon  cost  of  production 
and  therefore  I  say  that  fertility  of  soil  has  prima 
facia  nothing  to  do  with  the  matter. 

Here,  again,  is  a  good  instance  of  inseparability 
of  the  ideal  and  the  real.  It  is,  I  say,  possible  for 
any  person  to  conceive  American  soil  growing  more 
wheat  to  the  acre  than  English  soil,  and  therefore 
rents  falling  in  England,  but  in  order  to  conceive  it 
you  must  mentally  idealize  cost  of  production. 
American  land  may  be  said  to  be  better  than 
English  land,  though  not  really  so,  by  idealizing  the 
cost  of  growing  the  produce.  The  reader  will  jump 
rapidly  to  the  conclusion  that  the  second  view  of 
the  Ricardian  theory  is  correct  and  true,  but  if  he 
weighs  his  words  and  considers  the  meaning  of 
them  he  will  see  reason  to  doubt  the  truth  of  the 
statement. 

4.  Of  the  cause  of  the  rise  in  rents — the  real. — Let 
us  for  a  moment  consider  Ricardo's  ideal  theory  of 
rent  so  as  to  understand  the  real  view  of  the  question. 
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Ricardo  first  of  all  tells  us  that  by  rent  he  does 
not  mean  that  which  is  vulgarly  called  rent,  he  says 
that  part  of  what  is  called  rent  is  really  nothing  else 
but  profit.  The  profit  on  stock  employed  in  cultiva- 
tion, and  doubtless  this  is  perfectly  true,  but  however 
true  it  may  be  it  is  a  more  or  less  valueless  way  of 
regarding  the  matter,  for  rent  means  really  a  fixed 
sum  of  money,  and  having  divided  or  distributed 
wealth  into  rent,  wages  and  profits,  it  is  only  arguing 
in  a  circle  to  distribute  rent  into  rent  and  profits. 

For  all  real  purposes  of  practical  discussion  we 
may,  I  think,  disregard  the  distribution  of  rent  into 
profits  and  that  which  is  paid  for  the  indestructible 
powers  of  the  soil. 

If  you  will  read  the  theory  again  so  far  as  it  relates 
to,  or  is  illustrated  by,  soils  i,  2,  and  3,  you  will  see 
that  Ricardo  says  rent  rises  with  the  augmentation 
of  population  and  produce,  that  as  people  increase 
more  must  be  produced,  and  more  being  produced 
on  that  land  on  which  the  people  live,  rent  rises  with 
inequality  in  the  quantity  produced.  That  as  inferior 
land  comes  into  cultivation  and  less  is  produced  by 
it,  so  rent  on  better  land  rises  with  the  differentiation 
of  the  quantity  produced  by  the  two  soils. 

Now  the  whole  of  this  argument,  which  is  a  very 
good  one  (more  particularly  as  illustrating  the 
intense  difficulty  there  is  in  separating  the  ideal 
from  the  real  in  economy),  relies  upon  equality  in 
exchange,  equation  of  supply,  and  demand. 
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It  is  assumed  that  demand  varies  directly  with 
population,  that  the  quantity  of  demand  is  the  same 
as  the  quantity  demanded,  and  that  one  hundred  not 
only  demand  twice  as  much  corn  as  fifty,  which  is  true 
but  also  that  they  demand  it  with  twice  as  much 
vigour  which  is  not  of  necessity  true,  for  at  the  time 
when  the  hundred  came  into  the  market  with  a  demand 
for  corn,  there  may  not  be  twice  the  supply,  but  some- 
thing less  than  twice  and  by  how  much  there  is  less 
than  twice  by  so  much  will  the  demand  be  increased. 
If  the  supply  falls  short  by  but  a  small  quantity, 
then  demand  will  of  necessity  rise,  the  purchasers 
will  be  ready  and  eager  to  give  more  of  other  things 
for  the  smaller  quantity  in  the  market,  and  although 
it  is  ideally  true  that  supply  and  demand  will  equili- 
brate, that  is  to  say,  that  the  corn  will  sell,  yet  it  will 
sell  for  more  of  other  things  than  before,  and  rent 
will  rise,  not  because  inferior  land  has  been  cultivated, 
not  because  the  produce  of  the  soil  is  not  so  satis- 
factory as  it  was,  but  because  its  satisfactoriness  is 
increased.  Inferior  land  having  been  cultivated  is 
not  the  cause  of  a  rise  in  the  rent  of  superior  land, 
but  the  effect. 

Inferior  land  will  be  cultivated  because  superior 
land  cannot  give  a  sufficient  supply.  Ricardo 
assumes  an  equilibration  of  supply  and  demand 
previous  to  production,  if  I  may  so  put  it,  whereas 
the  equilibration  can  only  take  place  afterwards, 
that  is,  when  the  produce  is  sold.  The  public  are 


DISTRIBUTION.  379 


presumed  by  him  to  know  just  how  much  to  cultivate 
so  as  to  exactly  satisfy  the  demand,  whereas,  the 
demand  is  exactly  satisfied,  i.e.,  equilibrated,  not  by 
the  quantity  of  land  cultivated,  but  by  an  alteration 
in  the  rate  of  exchange. 

The  cause  of  a  rise  of  rent  is  the  alteration  in 
value,  consequent  upon  a  consideration  of  time. 
Taking  time  as  the  a  priori  of  thought  you  see  that 
the  demand  to  day  and  the  demand  next  week  have 
varied  in  amount,  and  therefore  rent  rises.  Taking 
eternity  as  the  a  priori  of  thought,  it  is  seen  that  the 
amount  demanded  and  the  amount  consumed  being 
equal,  the  only  possible  reason  for  an  alteration  in 
rent  is  varying  fertility  of  soil. 

Rent  is  a  sum  of  money  paid  for  the  use  and 
occupation  of  land,  and  depends  upon  the  market 
value  of  the  produce.  Rent  comes  out  of  price  and 
has  no  connection  with  quantity  produced,  and  a 
better  illustration  of  this  truth  could  not  be  found 
than  the  fall  of  agricultural  rents  in  England,  which 
is  due  not  to  decreasing  fertility  of  soil,  nor  to  the 
supposed  fact  that  more  fertile  soils  have  been 
cultivated,  but  to  the  fact  that  the  cost  of  production 
of  corn  elsewhere  is  cheaper  than  here,  and  wheat, 
consequently,  sells  at  a  lower  price.  It  cannot  be 
too  strongly  impressed  upon  people  how  different 
quantity  and  price  are,  and  that  quantity  and  price 
fluctuate  inversely,  and  that  therefore  mere  fertility 
of  soil  is  generally  productive  of  low  rents.  A  vast 


380  POLITICAL   ECONOMY. 

quantity  being  produced  results  in  a  lowered  price, 
and  with  a  lowered  price  must  follow  lower  rents. 
According  to  Ricardo,  rent  varies  with  fertility,  or 
rather  with  differentiation  of  fertility,  and  therefore, 
the  greater  the  quantity  of  corn  produced  the  higher 
rents  must  rise,  whereas  practical  experience  has 
shown  the  landlords  and  farmers  of  England  that  a 
good  year  did  them  no  benefit,  but  an  injury  for 
the  price  of  wheat  fell  and  they  got  a  loss  by  reason 
of  an  assumed  inequality  of  soils  or  a  nearer  approach 
to  equality  in  the  supply  and  demand  for  corn. 

Price,  it  must  be  remembered,  is  the  representative 
of  other  quantity  in  exchange.  When  price  rises 
or  falls  the  result  is  that  a  greater  or  less  quantity  of 
other  things  are  procured  in  exchange,  and  therefore, 
when  a  man  talks  of  getting  a  thing  cheap,  he  means 
to  imply  he  gave  the  vendor  of  the  thing  he  bought 
a  small  quantity  of  other  things  in  exchange  for 
that  which  the  vendor  sold  him.  I  think  I  should, 
to  be  more  exact,  have  said  a  smaller  quantity  of 
other  things,  so  as  more  clearly  to  show  my  reader 
the  ideal.  Now  as  rent  depends  not  upon  fertility 
of  soil  but  exchange,  as  it  means  money,  not  goods, 
that  is  to  say,  not  quantity  but  power  over  quantity, 
a  rise  or  fall  in  rent  means  an  increasing  or  decreas- 
ing power  over  other  quantity,  and  rents  fall  because 
the  quantity  produced  yields  a  smaller  power  over 
the  quantity  of  other  things  than  before.  Money 
is  power  over  other  quantity,  and  rent  is  money. 
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Inasmuch,  then,  as  rent  is  the  power  over  quantity 
of  other  things  to  be  bought  by  the  produce  of  a 
given  portion  of  land,  and  seeing  that  quantity  to  be 
bought  depends  upon  restriction  in  quantity  of  the 
purchasing  article,  the  less  fertile  soil  is  generally, 
that  is  to  say,  the  smaller  the  quantity  it  will  produce, 
the  greater  will  be  its  power  of  purchase  over  other 
things.  As  the  quantity  in  one  scale  goes  up  so  the 
quantity  in  the  other  comes  down,  which  is  assuming 
ideally  that  the  produce  so  restricted  is  desired  by 
man.  For  if  the  produce  of  a  given  spot  of  land  is 
not  desired,  it  cannot  possibly  have  a  power  to 
purchase  other  things,  and  if  it  has  a  power  of 
purchasing  other  things,  then  the  smaller  the  quantity 
in  existence,  the  greater  must  be  its  purchasing 
power,  if  price  and  quantity  vary  inversely. 

Those  who  think  deeply  will  here  see  how  beautiful 
is  Hegel's  philosophy,  and  that  when  you  are  dealing 
with  reality,  you  are  at  the  same  time  idealizing. 
The  idea  is  representing  itself  as  thought  directly 
identical,  or  more  properly,  directly  simultaneous 
with  itself,  and  yet  has  the  power  to  set  itself  over 
against  itself,  so  that  it  may  be  in  this  other  only 
to  be  by  itself.  The  real  view,  that  is,  that  the 
thing  produced  has  a  power  of  purchase,  and  that 
power  of  purchase  varies  inversely  with  the  quantity 
produced,  only  exists  by  reason  of  a  sort  of  hidden 
idea  in  the  mind  that  there  is  in  every  exchange  an 
ideal  equality.  The  idea  is  that  there  is  some  power 
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which  acts  equally  on  both  sides  of  the  scale,  and 
therefore  you  predicate,  that  as  one  scale  goes  up 
the  other  goes  down,  or  in  reality  the  inverse  ratio 
of  supply  and  demand.  The  real  view  of  exchange 
is  got  at  only  by  presupposing,  that  is,  by  idealizing 
the  ideal  view.  Not  being,  or  the  ideal  view  is  present 
in  the  mind  at  the  same  instant  at  which  you  are 
thinking  of  the  real.  Inequality  is  present  and  really 
existent  in  exchange  only  by  reason  and  in  conse- 
quence of  an  ideal  equality  supposed  to  exist.  And 
the  economical  misfortune  is  that  the  ideal  has 
hitherto  been  put  in  the  place  of  the  real. 

But  let  us  go  back  and  argue  the  matter  out  again. 
Rent  is  determined  by  the  value  of  produce  generally, 
rent  falls  in  England  because  the  same  quantity  of 
produce  can  be  got  elsewhere  at  a  less  cost.  Here 
you  see  that  which  determines  the  rent  of  land 
in  England,  which  I  will  call  plot  A,  is  not  the 
fertility  of  plot  A  but  the  fertility  of  other  soils,  the 
more  fertile  other  soils  become  the  lower  rent  will 
fall  on  plot  A.  Ricardo's  idea  was  that  the  more 
fertile  plot  A  becomes  the  more  its  rent  will  rise, 
whereas,  the  amount  of  rent  depends  not  upon  the 
fertility  of  the  plot  in  question,  but  of  some  other 
plot.  To  put  it  philosophically,  not  being  is  the 
cause  of  being,  or  the  rent  of  land  which  we  are 
going  to  discuss  depends  upon  the  fertility  of  soils 
which  we  are  not  going  to  discuss,  and  the  reason 
why  it  does  so  is  because  the  produce  after  production 
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must  be  exchanged,  if  you  don't  want  to  exchange 
the  produce  or  sell  it,  then  the  fertility  of  other  plots 
than  A,  or  what  I  must  call  plot  not  A  need  not 
enter  into  the  discussion  at  all,  rent  cannot  arise. 
This,  moreover,  is  the  reason  why  radical  theorists 
are  so  keen  to  get  peasant  proprietors.  Peasant 
proprietors  do  not  wish  to  sell  their  produce,  the 
idea  is  that  they  can  support  themselves  without 
exchange ;  consequently,  no  necessity  will  arise  to 
consider  plot  not  A,  and  rent  should  then  rise  in 
proportion  to  fertility  of  soil,  which  is  the  great  aim 
and  object  of  idealists. 

To  sum  up,  then,  rent  rises  and  falls  in  the  same 
ratio  as  price,  that  is,  assuming  that  the  cost  of 
production  of  the  produce  remains  constant,  and  price 
is  merely  a  name  given  to  express  quantity  of  other 
things  got  by  exchange.  Rent  rises  and  falls  there- 
fore with  quantity  of  other  things  got  by  the  sale  of 
produce. 

The  rise  and  fall  of  rents,  as  I  have  said,  assuming 
cost  of  production  to  remain  constant,  will  rise  and 
fall  with  price,  but  we  have  no  reason  or  right  to 
assume  cost  of  production  will  remain  constant.  It 
may  and  does  fluctuate  considerably ;  consequently, 
instead  of  rent  being  considered  as  the  result  of  differen- 
tiating quantity,  that  is  to  say,  inequality  of  the  amount, 
or  produce  of  two  farms,  it  should  be  considered  as  the 
result  of  differentiating  quality,  that  is  to  say,  the 
difference  between  the  effective  demand  or  consump- 
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tion  of  the  producers  of  the  goods  grown  upon  the  soil 
and  the  effective  demand  or  consumption  of  producers 
of  goods  not  grown  upon  the  soil  or  rather  grown 
upon  some  other  soil. 

Cost  of  production  and  price  are  two  things  which 
it  is  the  object  of  every  consumer  to  bring  together, 
which  they  do  when  they  strive  after  cheapness ;  and 
it  is  equally  the  object  of  the  producer  to  keep  them 
at  the  greatest  possible  distance,  so  as  to  enhance  his 
profit.  It  is  perfectly  true  that  all  profits  tend  to 
uniformity  and  also  to  diminish,  but  it  must  at  the 
same  time  be  borne  in  mind  that  larger  profits 
obtained  by  diminishing  them  in  particular  cases  does 
not  invalidate  what  I  have  said  as  to  differentiation 
being  the  cause. 

In  those  cases  where  profits  increase  with  a  fall 
in  price,  the  cost  of  production  is  generally  lessened 
more  than  price,  and  consequently  the  profit  increases 
while  the  price  falls. 

Similarly  with  rent,  rent  may  rise  although  the 
price  of  the  produce  of  the  land  falls  at  the  same 
time,  simply  because  the  cost  of  production  of  the 
produce  has  been  lessened. 

It  is,  however,  very,  and  in  very  small  degrees, 
seldom,  that  cost  of  production  of  the  ordinary  farm 
crops  can  be  lessened,  a  considerable  amount  of 
machinery  has  of  late  years  been  introduced  with  this 
object  in  view  and  it  has  undoubtedly  produced  to  a 
certain  extent  the  desired  result,  but  at  the  same  time 
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it  has  not  attained  practical  dimensions  so  far  as  the 
land  of  this  country  is  concerned,  for  the  price  of 
produce  has  been  falling  now  for  some  years  and 
will,  I  am  afraid,  continue  to  fall  for  many  years  to 
come,  while  cost  of  production  of  corn  has  fallen  very 
little.  A  protective  tariff  should  aim  at  enabling 
the  labourer  to  live  upon  the  land,  a  thing  which  is 
rapily  becoming  impossible. 

Perhaps  this  is  a  good  place  to  point  out  what  I 
have  said  as  to  all  questions  in  Political  Economy 
being  altruistic  ones,  a  fact  not  sufficiently  considered. 
People  wonder,  for  instance,  at  rents  rising  with  fall- 
ing prices ;  they  stare  open-mouthed  at  such  an  idea 
as  fall  in  price  being  productive  of  a  greater  fall  in 
wages,  because  they  fail  to  see  that  every  question 
has  two  sides  to  it,  and  that  the  ultimate  question  is 
which  preponderates.  Will  cost  of  production  fall 
quicker  than  price  ?  Will  cheaper  bread  be  produc- 
tive of  lower  wages,  such  wages  falling  in  a  greater 
degree  than  than  the  price  of  bread  ? 

Every  man  who  wishes  to  study  Political  Economy 
should  distrust  all  simple  propositions,  which  are 
simple  because  they  omit  half  the  truth.  The  motto 
of  Political  Economy  should  be  differentiation;  where- 
ever  you  take  hold  of  a  question  in  the  science  there 
you  will  always  find  differentiation  as  the  basis  of 
explanation. 

The  rise  or  fall  of  rent,  then,  is  due  to  the  increasing 
or  decreasing  difference  between  cost  of  production 
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and  price,  and  the  nearer  those  approach  the 
lesser  will  be  the  production  and  the  greater  the 
fall  in  rent. 

I  wish  to  add  a  few  words  concerning  the  rise  in 
rent  and  the  fall  in  the  price  of  produce  since  the 
abolition  of  the  Corn  Laws.  Most  of  those  persons 
who  have  studied  the  question  will,  I  think,  be 
surprised  to  find  that  the  abolition  of  the  Corn  Laws 
did  not  ruin  the  landed  interest  at  once,  and  the  post- 
ponement of  that  ruin  must  be  looked  for,  I  think,  in 
the  falling  of  cost  of  production  during  the  twenty 
years  succeeding  the  abolition  of  the  Corn  Laws. 

During  this  period,  gigantic  strides  were  made  in 
facilitating  the  transfer  of  produce  from  one  place  to 
another,  and  facilitating  that  transfer  is  just  as  much 
a  lowering  of  the  cost  of  production  as  the  introduc- 
tion of  machinery.  The  landlords  of  this  country 
owe  a  great  debt  of  gratitude  to  George  Stephenson. 
In  proportion  as  the  cost  of  transporting  corn  fell 
so  the  price  paid  by  consumer  could  afford  to  fall,  and 
while  farmers  were  not  injured  the  public  was  enabled 
to  benefit.  Again,  it  took  time  to  enable  other 
countries  to  compete  in  producing  corn,  and  therefore, 
for  some  period,  the  price  of  English  corn  did 
not  fall  as  foreigners  were  not  ready  to  produce. 
Machinery,  also,  had  its  effect  in  cheapening 
costs  of  production  and  these  causes  combined 
together  were  instrumental  in  staving  off  the  ruin 
predicted.  But  time  only  was  gained,  the  ruin  was 
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none  the  less  inevitable  because  it  was  postponed, 
and  since  1873  or  thereabouts  the  foreign  competition 
has  brought  about  the  injury  expected,  because  the 
cost  of  production  had  been  in  this  country  reduced 
to  its  lowest  point.  At  present  it  must  remain 
doubtful  whether  the  cost  of  producing  corn  in 
England  can  be  lowered;  possibly  some  ingenious 
person  will  be  able  to  invent  some  mode  of  lessening 
it,  but  until  that  mode  is  found  growing  corn  in 
England  must  be  ruinous  to  the  grower. 

But  let  us  turn  for  a  moment  to  the  question  of  a 
rise  in  the  value  of  the  goods  produced.  As  I  have 
implied  before  it  is  quite  possible  to  conceive  a  case 
where  rent  may  continue  to  fall  concomitantly  with 
a  rise  in  the  price  of  produce.  But  it  is  not  to  be 
supposed  that  the  rise  in  the  price  of  corn  would 
cause  a  fall  in  English  rents ;  for  instance,  because 
cost  of  production  would  probably  remain  the  same 
as  before.  A  rise  or  fall  in  value  has  per  se  no 
benefit  in  it  or  injury  either.  It  is  extremely  impor- 
tant for  economists  or  would-be  economists  to 
understand  this,  though  when  people  say  this  it  must 
be  distinctly  understood  they  apply  the  word  value 
in  a  certain  sense.  A  ready  refutation  is,  of  course, 
on  the  lips  of  every  one  when  statements  of  this  sort 
are  made,  such  as  that  a  rise  in  the  value  of  consols 
benefits  the  holder  of  consols.  When  I  say  that  a 
rise  or  fall  in  value  in  neither  beneficial  nor  injurious 
I  am  using  the  word  value  as  an  abstract  generality, 
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and  not  as  applicable  to  a  particular  case.  What  I 
have  in  the  first  edition  termed  the  modes  of  value 
must  be  studied  in  order  to  see  when  a  refutation  is 
really  true,  i.e.,  when  the  use  of  the  words  in  the 
refutation  is  the  same  as  the  use  of  the  words  in  the 
proposition.  Value  is  one  of  the  most  extraordinary 
words  in  language  from  a  philosophical  point  of  view, 
and  it  is  chiefly  from  an  alteration  in  its  use  that  all 
the  many  discussions  of  Political  Economy  arise. 
Once  understand  how  and  why  you  use  it  and  most 
difficulties  would  melt  like  wax  before  the  fire.  I  have 
done  my  best  to  explain  its  use,  and  have  been 
ridiculed  for  so  doing,  but  the  greater  folly  seems  to 
me  to  be  with  those  who  think  that  by  using 
the  word  in  a  concrete  sense  you  really  refute 
an  argument  based  upon  its  use  as  an  abstract 
generality. 

But  to  return.  I  have  said  a  rise  in  value  is  not 
per  se  either  a  benefit  or  an  injury,  and  I  am  using 
the  word  value  as  an  abstract  generality,  that  is  to 
say,  that  the  amount  given  for  an  article  may  be 
greater  or  it  may  be  less,  but  by  how  much  it  is 
greater  by  so  much  I  am  assuming  the  cost  of  pro- 
duction to  rise.  What  I  wish  my  reader  to  see 
from  this  is,  that  an  ideal  statement  such  as  this, 
a  statement  that  a  rise  or  fall  in  values  is  impossible, 
depends  entirely  upon  our  assuming  that,  without 
which  the  proposition  is  false,  in  a  word,  it  is  using 
the  word  value  to  beg  the  question. 
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The  science  of  Political  Economy  lies  hidden  in 
value  and  its  modes. 

I  have  introduced  the  above  remarks  because 
people  too  readily  assume  that  a  rise  in  value  must 
be  beneficial,  that  rents  must  rise  with  a  rise  in  the 
value  of  the  produce  of  the  soil.  It  does  not  follow, 
though  it  is  generally  true,  as  long  as  cost  of  produc- 
tion is  stationary.  Inasmuch  as  such  a  statement 
depends  not  upon  itself  but  upon  something  either 
assumed  or  implied,  it  is  to  that  something  our 
attention  should  be  turned  do  we  wish  to  get  at  the 
truth.  In  a  word,  we  must  be  altruists  do  we  wish 
to  understand  our  subject. 

Inasmuch,  then,  as  cost  of  production  of  corn  has 
now  remained  stationery  for  sometime,  it  behoves 
us  to  look  at  value  to  see  if  a  rise  in  value  would  be 
beneficial  to  the  country  or  not.  In  order  to  con- 
sider this  question  the  first  difficulty  to  contend  with 
is  the  question  of  the  cause  of  a  rise  in  value.  Now 
it  seems  to  me  to  be  the  case  that  value  rises  from 
two  reasons,  that  two  causes  are  at  the  source  of  its 
movements,  one  is  quantity  and  the  other  immateri- 
ality. Assume  for  a  moment  that  the  supply  of  any 
given  article  is  constant  in  quantity,  then  if  the 
article  is  of  very  great  necessity,  if  it  is  very  material 
to  existence,  value  will  remain  at  a  constant  quantity. 
The  value,  for  instance,  of  corn  fluctuates  entirely 
in  my  opinion,  by  reason  of  the  fluctuation  in  thy 
quantity  produced.  If  that  quantity  could  be  nicely 
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measured,  so  that  there  was  a  fixed  quantity  per 
person  per  annum,  then  corn  would  form  the  best 
circulating  medium  for  other  goods. 

Could  statistics  be  procured  it  would,  I  think,  be 
found  that  the  value  of  that  which  is  material  to 
existence  fluctuates  entirely  according  to  the  quan- 
tity of  supply,  and  that  the  fluctuation  in  the  price 
of  corn  was  entirely  dependent  upon  the  ratio  of 
supply  and  demand,  the  greater  the  supply  the  lower 
the  value.  But  however  true  this  may  be  of  corn 
or  meat  such  an  argument  does  not  apply  to  gold,  or 
perhaps  I  should  say  gold  is  at  the  other  end  of  the 
see-saw.  Gold  is  immaterial,  its  value,  its  usefulness, 
is  purely  fictitious  or  ideal.  If  gold  ceased  to  exist 
no  one  would  be  a  loser.  Now  in  the  case  of  gold 
quantity  does  not  affect  its  value,  its  value  depends 
upon  its  uselessness,  if  I  may  use  the  expression, 
and  that  is  why  its  value  is  so  constant  and 
unfluctuating. 

Now  let  it  be  understood  that  when  I  say  a  pound 
I  mean  an  ideal  or  fictitious  measure,  and  when  I 
talk  of  a  sovereign  or  a  pound  sterling  I  mean  a 
certain  quantity  of  gold. 

Let  a  quarter  of  corn  be  equal  in  value  at  its 
normal  point  to  an  ounce  of  gold,  then  a  quarter  of 
corn=£3.  175  6<f=one  ounce  of  gold. 

Then  I  say  that  the  effect  in  the  value  of  corn 
will  depend  in  inverse  ratios  upon  the  quantity  of 
the  supply.  Suppose  half  as  much  again  supply  of 
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corn  as  is  necessary  then  the  price  will  drop  a 
half,  and  if  there  is  half  as  much  again  supply 
of  gold  then  its  price  will  rise  one-half. 

Perhaps  the  rise  and  fall  in  value  is  not  quite  so 
mathematically  accurate  as  this,  but  it  rises  and 
falls  in  a  manner  somewhat  after  this  fashion.  A  rise 
in  value  accelerates  with  its  increase  in  consequence 
of  the  increasing  wealth  of  the  classes  upon  whom 
that  increase  in  value  has  its  effect,  there  is  more 
surplus  to  distribute  in  purchasing,  and  so  higher 
prices  will  be  given  on  any  purchase  being  made. 

As  there  are  two  things  which  raise  value,  limit  in 
quantity  and  immateriality,  these  two  things  are  the 
motor  powers  in  any  rise  of  rent. 

A  consideration  of  the  two  motor  powers  in  raising 
value  above  mentioned  will  show  that  in  regard  to 
rent  the  more  material  the  produce  of  the  land 
becomes  the  greater  is  the  power  of  raising  rent 
given  by  limit  in  quantity ;  whereas,  the  more 
immaterial  the  produce  the  less  power  has  limit  of 
quantity  in  causing  a  rise  of  rent  or  altering  the  value. 

Take,  for  instance,  the  produce  of  agriculture, 
and  suppose  an  average  production  and  consump- 
tion, and  consequently  a  medium  rent,  and  that  rent 
rises  in  proportion  to  the  limitation  of  the  quantity 
of  produce ;  such  limitation  may,  however,  take 
place  in  consequence,  not  simply  of  less  being 
produced,  but  either  by  more  being  wanted  for 
consumption  or  the  difficulties  of  consumption 

26  * 
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being  increased,  as  by  distance,  want  of  efficient 
means  of  transport,  &c. 

Take  the  case  of  coal  mining,  and  the  result  will 
be  much  the  same ;  the  moment  there  is  a  limit  in 
quantity  up  goes  the  rent,  though,  of  course,  where 
rent  is  fixed  and  arranged  at  stated  intervals  it  does 
not  feel  the  effects  of  the  limit  so  quickly. 

In  gold  mining,  however,  rent  if  it  was  paid  would 
remain  tolerably  well  fixed,  as  is  shown  by  the 
stability  in  the  value  of  gold,  notwithstanding  the 
periodically  enormous  discoveries  such  as  those  of 
Australia  and  California.  The  power  of  limit  in 
quantity  in  raising  rent  varies  inversely  as  the 
immateriality  of  the  product. 

The  reason  of  this  rise  of  rent  is,  as  we  pointed 
out  before,  that  there  is  a  greater  excess  of  supply 
being  produced  consequent  upon  the  exchange, 
more  commodities  are  being  given  to  purchase  the 
product  in  question,  and  that  extra  quantity  the 
landlords  deduct  for  the  benefit  of  the  community. 

It  is  not  to  be  supposed  that  they  withhold  it 
from  the  community,  for  such  an  idea  would  be 
absurd  in  the  highest  degree;  it  is  either  pro- 
ductively or  reproductively  consumed ;  but  the 
excess  being  passed  from  the  immediate  producers 
to  the  landlords  prevents  those  immediate  producers 
from  relaxing  their  efforts  to  produce  a  further 
supply  for  the  community,  and  causes  them  still  to 
labourby  filtering  theproduce  through  other  channels. 
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Immateriality  in  the  product  of  labour  is  the 
source  of  the  continued  rise  of  rent,  as  is  shown  in 
large  cities  where  rent  rises  in  business  quarters. 
The  functions  of  merchants,  traders,  lawyers,  and 
bankers,  is  not  with  the  material  objects  which  are 
consumed  or  intented  for  consumption  so  much  as 
with  the  facilitating  and  transfer  of  those  material 
objects.  To  say  such  functions  are  immaterial 
would  sound  like  a  statement  of  their  inutility, 
which  is  not  intended  at  all.  It  will,  we  think, 
be  conceded  that  the  less  business  men  have  to  do 
with  the  objects  of  commerce — that  is,  the  farther  off 
from  their  transactions  the  objects  are  removed — the 
greater  are  the  profits  they  get. 

A  vast  amount  of  profit  is  made  by  bankers, 
brokers,  stockbrokers,  and  others  who  only  deal 
with  the  papers  which  afford  a  title  to  the  object 
dealt  in,  many  of  them  probably  hardly  see  the 
goods  they  are  dealing  with,  and  it  seems  not  going 
too  far  to  say  that  the  more  immaterial  the  service, 
the  greater  is  the  profit  and  the  consequent  rise  in 
rent. 

But  perhaps  we  are  going  too  far  into  the  regions 
of  speculation  to  please  the  majority  of  readers. 

It  is  sufficiently  obvious  that  it  is  more  difficult  to 
duly  estimate  rent  in  the  case  of  cities,  and  where 
rent  rises,  as  we  have  said,  from  the  immateriality 
of  the  produce  than  in  the  case  of  agriculture  or 
mining,  for  so  much  depends  upon  the  power  of 
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brain.  Two  men  who  occupy  similar  premises  in 
a  city  alongside  of  one  another,  will  make  a  very 
different  profit  in  the  course  of  one  year,  and  it  is 
consequently  only  possible  to  estimate  the  rent  they 
should  pay  very  roughly.  Moreover,  were  they 
made  strictly  to  pay  according  to  profit,  the  one  who 
paid  most  would  probably  quit  possession  as  soon 
as  possible,  and  take  his  business  where  his  labours 
could  get  more  reward. 

Again,  another  instance  of  the  power  of  imma- 
teriality in  raising  rent  is  afforded  in  the  case  of  the 
rents  of  houses  in  the  fashionable  quarters  of  any 
town.  Why  does  rent  rise  so  in  these  places, 
towards  which  fashion  turns  the  tide  of  population  ? 

5.  Of  peasant  proprietors. — In  respect  of  peasant 
proprietors,  it  need  hardly  be  said,  two  points  of 
view  must  be  considered,  namely,  the  effect  of 
such  an  arrangement  upon  the  individual,  and 
secondly,  the  result  of  the  individual's  labour  in  that 
State.  First,  does  it  benefit  mankind  ?  and  second, 
does  man  produce  more  by  spade  culture  than  with 
machinery  ? 

It  is  useless  to  show — that  is,  from  the  humanitarian 
point  of  view  simply — that  more  is  obtained  from 
the  cultivating  the  soil  under  peasant  proprietorship 
than  under  the  system  of  large  holdings. 

Having  proved,  or  being  supposed  to  have  proved, 
that  peasant  proprietors  get  more  from  the  soil  than 
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larger  holders,  it  yet  remains  to  be  shown  that  the 
conditions  of  life  are  rendered  in  any  way  easier, 
happier,  and  more  productive  of  good  to  the  work- 
men. 

It  is  very  questionable  whether  actually  more  is 
produced  under  peasant  proprietorship,  and  after 
reading  Mill's  remarks  on  the  subject  at  Book  II., 
chapter  vi.,  one  is  only  tempted  to  favour  it  in  out-of- 
the-way  corners  of  any  country — in  districts,  which, 
in  consequence  of  their  inaccessibility  to  commerce, 
are  rendered  vacant  under  the  system  of  large 
holdings  by  the  smallness  of  their  return  and  the 
distance  from  a  market.  Large  holdings  in  these 
sort  of  spots  are  rendered  useless  by  the  abstraction 
of  consumers,  which  a  peasant  proprietorship  would 
introduce.  More  persons  would  be  required  to 
cultivate  them,  and  more  consumers  would  result. 
The  great  evil,  if  such  one  may  term  it,  of  large 
holdings  is,  that  the  produce  is  vastly  in  excess  of 
the  number  of  consumers,  and  unless  some  city  is 
nigh  at  hand  to  receive  the  excess,  and  give  a  return 
for  it,  the  producing  power  is  wasted. 

The  great  evil  of  peasant  proprieters,  which  few 
people  realize,  is  that  it  tends  to  produce  retrogres- 
sion in  thought  and  action  among  the  proprietors. 
There  is  no  exchange,  in  consequence  of  the  near 
approach  of  effective  demand  to  production,  and  the 
surplus  is  so  small  which  each  individual  can  obtain 
from  his  exertions,  that  capital  augments  but  slowly. 
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Again,  exchange  of  goods  involves  exchange  of 
thought  and  unity  of  action ;  it  promotes  good  by 
bringing  men  together  and  making  the  interest  of 
each  subservient  to  the  interest  of  the  whole 
number.  Where  each  man  is  fixed  upon  his  own 
plot  of  land  and  never  moves  off,  his  ideas  at  once 
begin  to  assume  a  somewhat  similar  limit,  and  he 
has  no  thought  save  whether  he  will  be  able  to 
produce  enough  for  the  morrow. 

It  follows,  also,  that  towns  would  under  this 
system  die  out  from  lack  of  sustenance,  and 
retrogression  would  commence  in  the  cities  as 
well  as  the  country.  It  is  only  by  the  vast  increase 
in  the  producing  over  the  consuming  powers  of 
the  country,  as  distinguished  from  the  towns,  that 
permits  of  the  existence  of  the  towns  at  all,  for 
towns  cannot  produce  their  own  sustenance.  By 
differentiation  or  inequality  by  town  and  country 
does  wealth  increase,  so  that  in  the  neighbour- 
hood of  large  towns  large  holdings  seem  to  be  not 
only  natural  but  useful. 

The  Western  States  of  America,  for  instance,  are 
held  and  cultivated  on  a  large  scale,  chiefly  in 
consequence  of  the  density  and  town-like  consistency 
of  England.  Enormous  quantities  of  wheat  and 
agricultural  produce  generally  are  produced  in 
excess  of  the  consumption  of  those  States,  and  were 
it  not  for  that  excess  London  would  hardly  be  able 
to  increase  at  all. 
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6.  Wages — the  ideal. — In  treating  the  question  of 
wages  from  both  points  of  view,  one  is  more  or  less 
going  back  upon  what  has  been  previously  stated  as 
regards  capital. 

We  have  seen  the  source  from  which  capital  is 
derived,  namely,  saving,  and  we  have  also  seen  that 
all  labour  is  ideally  employed  by  capital,  and  it 
would  therefore  seem  to  follow  that  the  more  we 
save  the  more  we  shall  employ  labour,  I  say  shall 
advisedly,  instead  of  shall  be  able,  because  of  the 
meaning  which  the  reader  will  see  is  attached  to  the 
word  save.  To  save  means,  as  I  have  before  pointed 
out,  to  differentiate  consumption,  and  this  differ- 
entiation can  take  place  in  two  ways,  either  by  our 
ceasing  to  consume  unproductively  and  consuming 
productively,  or  by  my  ceasing  to  consume  at  all, 
and  thereby  making  some  one  else  do  so. 

Wages  come  out  of  capital,  but  all  capital  does  not 
go  in  wages,  a  part  only  is  destined  to  supply  the 
needs  of  the  labourer,  and  therefore,  it  will  be  seen 
that  saving  does  not  even  ideally  of  necessity  benefit 
the  poor,  for  capital  may  be  increased  and  yet  no 
more  be  spent  in  wages,  but  while  this  is  merely  a 
speculative  way  of  looking  at  the  matter,  it  will 
generally  be  found  that  the  proportion  which  wages 
bear  to  employed  capital  is  generally  pretty  constant, 
and  that,  therefore,  although  all  capital  is  not  devoted 
to  wages,  yet  the  proportion  being  constant,  it  may 
be  assumed,  for  the  purposes  of  argument,  that  all 
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increase   of  capital  gives,  or  is   capable  of  giving, 
additional  employment  to  industry. 

Wages,  then,  as  Mill  says,  "  depend  mainly  upon 
the  demand  and  supply  of  labour,  or,  as  it  is  often 
expressed,  on  the  proportion  between  population  and 
capital.  By  population  is  here  meant  the  number 
only  of  the  labouring  class,  or,  rather,  those  who 
work  for  hire,  and  by  capital  only  circulating 
capital,  and  not  even  the  whole  of  that,  but  the 
part  which  is  expended  in  the  direct  purchase  of 
labour." 

"  Wages  (meaning,  of  course,  the  general  rate) 
cannot  rise  but  by  an  increase  of  the  aggregate  funds 
employed  in  hiring  labourers  or  a  diminution  in  the 
number  of  competitors  for  hire,  nor  fall  except  either 
by  a  diminution  of  the  funds  devoted  to  paying 
labour  or,  by  an  increase  in  the  number  of  labourers 
to  be  paid." 

To  use  my  favourite  expression,  wages  rise  and  fall 
by  reason  of  an  increasing  or  lessening  differentiation 
between  amount  of  wages,  fund,  and  number  of 
workmen. 

Mill  in  treating  of  this  subject  then  goes  on  to 
consider  some  facts  which  he  says  are  in  apparent 
contradiction  of  this  doctrine,  and  in  doing  almost 
approaches  to  the  protectionist  view  of  the  matter.  I 
mention  this  because  the  facts  in  contradiction  of 
this  doctrine  are  merely  the  result  of  an  entirely 
opposite  fundamental  basis  for  economy,  and  I  shall 
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consequently  relegate  whatever  I  may  have  to  say  on 
these  points  to  the  next  section. 

Here  it  will  be  sufficient  to  consider  the  means  of 
increasing  the  differentiation  between  wage,  fund,  and 
number  of  workmen,  and  no  better  consideration  of 
the  subject  can  be  found  than  that  given  by  Mill  to 
the  subject,  save  for  the  fact  of  his  extraordinary 
bias  in  favour  of  prudential  restraints  on  population 
rather  than  on  artificial  checks  upon  the  number  of 
those  who  enter  a  given  trade.  I  really  fail  to  see 
why  checking  the  increase  of  marriages  and  popula- 
tion is  a  better,  a  wiser,  or  a  more  desirable  mode 
of  increasing  a  workman's  wages  than  checking  the 
number  of  persons  employed  in  a  given  trade. 
Morally,  the  first  is  far  the  worst  method,  and  if 
John  Stuart  Mill  could  only  have  got  over  his 
adversion  to  a  class  or  sort  of  protection  which  it 
was  the  custom  in  his  day  to  regard  with  holy 
horror,  I  venture  to  think  he  himself  would  have 
been  of  the  same  opinion. 

Prudential  restraints  or  protection  against  marriage 
infallably  lead  to  inmorality.  If  people  wish  to- 
marry  and  restraint  is  put  upon  them  to  prevent  it 
the  result  is  generally  far  worse  than  the  deseaser 
and  seeing  that  some  sort  of  protection  is,  and  must 
be  adopted,  a  system  such  as  a  trade  union,  or  a 
trade  guild,  which,  by  reducing  the  number  of  those 
employed  in  a  trade,  compels  those,  who  marry 
improvidently  to  suffer  for  it,  is  a  much  more  sure 
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and  efficacious  remedy  against  improvident  marriage 
than  any  direct  restraint  upon  the  liberty  of  action 
of  the  subject.  It  is  better  to  give  freedom  of  action 
and  punish  any  abuse  of  such  freedom  than  to  take 
the  freedom  away  entirely,  for  fear,  and  in  antici- 
pation, of  some  preconceived  abuse.  Protection 
by  a  trade  guild  gives  every  man  perfect  liberty  of 
action,  he  can  belong  or  not  belong  as  he  chooses,  but 
rules  of  conduct  there  must  always  be  in  every  trade 
and  profession,  and  it  is  difficult  to  see  why  a  rule 
which  prescribes  a  man  a  definite  mode  of  starting  to 
earn  a  living  in  a  particular  way  is  any  more  iniquitous 
as  an  infringement  of  a  liberty  of  the  subject  than 
a  rule  or  series  of  regulations  which  prescribe  how 
and  when  he  may  marry,  or  how  he  should  conduct 
himself  when  married. 

As  I  desire  to  make  this  book  as  short  as  possible 
I  do  not  propose  to  go  into  all  the  points  suggested 
by  Mill,  and  all  the  various  considerations  those 
points  give  rise  to,  and  will  merely  content  myself 
with  a  few  remarks  upon  the  chapter  in  which  he 
deals  with  popular  remedies  for  low  wages. 

Now  it  will  be  found  that  in  most  of  the  schemes 
for  raising  wages  mentioned  by  Mill,  only  to  be 
condemned,  the  underlying  basis  of  the  scheme  is 
a  differentiation  of  the  source  from  which  the  wages 
are  derived,  and  it  is  only  for  the  purpose  of 
condemning  them  that  these  schemes  are  mentioned 
and  considered  by  Mill. 
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It  must  always  be  borne  in  mind  that  the  payer  of 
wages  is  always  desirous  to  pay  as  small  a  quantity 
as  possible  to  differentiate  cost  of  production  and 
price,  with  a  view  of  getting  a  greater  profit,  and 
consequently,  any  scheme  by  which  operatives  are 
provided  with  another  source  of  payment  only 
results  in  putting  into  the  hands  of  employers  a 
lever  by  means  of  which  he  can  reduce  the  wages 
he  pays.  The  same  principle  is  developed  to  a  great 
extent  in  the  legal  profession,  where  the  competition 
of  those  who  have  another  source  of  living  outside 
and  beyond  the  profession,  brings  down  the  rate 
of  payment  of  those  who  are  compelled  by  circum- 
stances to  place  their  whole  reliance  upon  their 
profession. 

It  is  curious  how  most  radical  thinkers,  as  they 
call  themselves,  desire  to  improve  wages  by  means 
of  schemes  such  as  those  mentioned  by  Mill,  which 
must  inevitably  tend  to  reduce  the  remuneration  of 
labour.  The  allotment  system,  of  which  so  much 
is  heard  at  the  present  time,  is  a  system  which, 
although  condemned  by  Mill  for  the  reason  just 
given,  yet  finds  its  supporters,  though  reason  and 
common  sense  tell  anyone  who  thinks  about  it,  that 
it  is  a  system  which  is  bound  to  injure  the  working 
classes. 

They  may  for  a  time  derive  a  slightly  increased 
remuneration  from  it,  that  no  one  can  deny,  but  the 
increased  remuneration  is  dearly  bought,  they  will 
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be  in  the  first  instance  compelled  to  work  harder 
with  a  resulting  increase  of  remuneration  insufficient 
to  pay  them  for  the  increase  of  labour,  and  ere 
very  long  competition  will  reduce  the  increase  of 
remuneration,  while  the  toil  and  struggle  which 
they  undergo  will  certainly  not  be  lessened  and  will 
probably  be  increased.  It  is  customary  with  most 
declaimers  in  favour  of  allotments  to  point  to  the 
increased  remuneration,  and  utterly  to  ignore  the 
increased  labour,  but  the  question  for  the  working 
classes  to  decide  is  really,  not  whether  there  will  be 
an  increase  of  remuneration,  but  whether  the  increase 
will  be  commensurate  with  the  increase  of  labour, 
and  this  is  a  question  which  the  competition  of 
producers  is  sure  to  answer  unfavourably  to  the 
workman.  The  labourer,  while  struggling  to  increase 
his  wages,  must  always  remember  that  he  has  two 
powerful  opposing  forces  against  him,  one  is  the 
employer,  and  the  other  is  his  fellow  working 
man. 

The  employer  wants  cheap  labour  and  the  working 
man's  friends  are  competing  with  him,  both  actually 
at  the  time,  and  potentially  in  their  children,  and 
these  causes  are  alone  sufficient  to  suck  out  the  yolk 
of  any  allotment  egg.  It  is  for  these  reasons  that 
trade  guilds  and  trade  unions  have  been  founded 
with  the  view  on  one  hand  of  forcing  the  employer, 
and  on  the  other  of  putting  some  restraint  on  a 
workman's  fellow-man. 
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But  while  I  am  dealing  with  this  subject  I  must 
take  the  opportunity  to  point  out  one  of  the  beneficial 
results  from  a  ideal  point  of  view,  accruing  from  Free 
Trade  and  the  consequent  unification  of  production 
in  regard  to  wages. 

The  object  of  Free  Trade  is  to  obtain  from  any 
given  country  those  productions  which  the  country 
is  best  fitted  to  produce  by  nature,  either  by  reason 
of  its  soil,  its  climate,  or  its  position,  on  the  assump- 
tion that  those  productions  will,  when  so  produced, 
enable  the  vendors  of  them  to  obtain  all  else  that 
they  require  by  exchange. 

So  far  as  exchange  is  concerned,  ideally  it  will  be 
seen  that  it  is  quite  immaterial  what  goods  a  country 
produces,  the  goods  will  have  a  purchasing  power 
when  produced,  and  that  is  sufficient  for  argumenta- 
tive purposes. 

Now  by  unifying  production,  that  is,  by  gathering 
into  one  form,  and  also,  as  far  as  possible,  into  one 
place,  the  whole  production  and  productive  power  of 
a  country,  employers  of  labour  are  enabled  to  get 
the  greatest  possible  advantage  by  the  division  or 
differentiation  of  labour. 

Now  suppose  for  a  moment  that  England  was 
most  suited  to  produce  pins,  and  the  fiscal  arrange- 
ments of  the  country  are  such  that  nothing  else 
is  produced  in  the  country.  Here  it  will  be  seen 
that  the  greatest  possible  division  of  labour  would 
naturally  arise,  and  pins  would  be  produced  at  the 
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cheapest  possible  rate.  It  will  be  urged  by  opponents 
of  this  scheme  that  pins  are  here  giving  employment 
to  the  fewest  number  of  people,  and  this  is  perfectly 
true,  but  at  the  same  time  there  is  nothing  to  limit 
the  quantity  of  pins  turned  out.  It  is  true  that  the 
production  of  pins  at  the  time  gives  the  least 
employment  possible,  but  pins  being  cheaper,  more 
can  be  produced,  and  more  people  therefore  must  be 
employed  in  producing  them.  It  is  unnecessary  to 
consider  the  quantity  of  increase  in  the  demand  for 
pins,  for  the  labouring  classes  require  payment,  and 
the  goods  they  produce  will  purchase  what  they 
require,  meanwhile,  the  smallest  quantity  of  labour 
is  being  given  and  the  purchase  power  of  pins  being 
considered  to  remain  constant,  the  same  amount  of 
remuneration  is  going  to  the  labourers,  or  at  all 
events  to  their  employers,  who  can  therefore  employ 
them  and  pay  those  they  employ  higher  wage.  The 
labour  saved  can  moreover  be  turned  to  account  in 
other  ways,  and  thereby  the  working  classes  will  be 
better  off  than  before. 

7.  Wages,  the  real. — In  considering  wages  from 
this  point  of  view  also  it  is  essential  to  recur  to  what 
I  have  previously  said,  and  more  particularly  to  the 
fact  that  capital  is  excess  of  supply  and  that  credit 
employs  labour. 

Credit  and  capital  are  the  two  sources  of  employ- 
ment and  payment  of  wages,  and  wages,  consequently, 
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depend  not  upon  the  ratio  between  the  amount  of 
capital  devoted  to  the  employment  of  labour  and  the 
amount  of  persons  seeking  employment,  but  primarily 
to  the  amount  of  credit  as  compared  with  the 
number  of  persons. 

Capital  it  must  be  remembered  only  employs 
people  indirectly,  that  is  to  say,  wages  being  high  or 
low  depend  not  upon  the  amount  of  capital  but  upon 
the  certainty  of  the  return  of  capital.  Now  the  cer- 
tainty of  the  return  of  capital  and  capital  are  very 
different  things,  £1000  in  hard  cash  will  pay  say  a 
thousand  men  £ i  for  one  week's  work,  but  if  I  have 
a  thousand  men  engaged  in  a  trade  and  only  £1000 
of  capital  I  can  keep  those  men  employed  week  after 
week,  and  year  after  year,  upon  that  £1000,  provided 
only  that  I  can  turn  it  over  quick  enough.  If  within 
every  fortnight  I  can  sell  the  productions  of  my  work 
people  at  a  profit,  I  can  with  my  £1000  keep  them 
in  constant  employment,  and  therefore  it  is  not 
really  my  £1000  that  employs  my  work  people,  but 
my  credit  or  the  certainty  or  uncertainty  of  the  sale 
of  my  goods.  A  very  slight  consideration  will  there- 
fore show  how  false  the  ideal  view  of  the  matter  is, 
for  just  consider  the  quantity  of  circulating  capital 
which  would  be  necessary  to  employ  the  labourers  of 
England  for  one  week ;  if  they  really  were  paid  by 
capital,  millions  a  day  would  probably  be  required. 
This  is  not  the  place  to  point  out  that  the  goods  need 
not  necessarily  be  sold,  they  may  be  realized  while 
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not  sold  by  bills  but  it  will  be  more  clearly  seen  by 
considering  this  what  is  meant  by  credit,  so  that  the 
reader  may  see  that  the  quantity  of  capital  has 
nothing  whatever  to  do  with  the  number  and  con- 
tinuity of  the  labourers  employed,  nor  with  the 
amount  of  wages. 

This,  which  is  the  primary  and  common  doctrine 
concerning  wages,  namely,  that  good  trade,  i.e.,  good 
credit  means  good  wages,  must  not  cause  us  to  over- 
look the  secondary  doctrine,  namely,  that  capital 
employs  labour.  But  in  order  that  this  secondary 
view  may  be  duly  considered  it  is  necessary  to  con- 
sider first  how  credit  arises  and  to  what  extent 
capital  may  be  created,  for  it  will  then  be  realized 
how  small  a  proportion  of  labour,  and  consequently 
how  small  a  quantity  of  wages,  come  out  of  capital. 

The  goods  produced  by  a  manufacturer  have  to 
be  sold,  and  in  order  that  he  may  go  on  selling  them 
and  continuing  to  employ  labour  he  must  get  a 
profit,  and  the  greater  his  profit  the  more  he  will  be 
stimulated  to  produce.  The  price,  then,  which  a 
manufacturer  gets  for  his  goods  may  be  separated 
into  two  portions,  cost  of  production  and  profit,  and 
in  cost  of  production  is  included  the  ordinary  interest 
on  capital.  Profit  therefore  is  all  that  goes  to  produce, 
capital  forms  a  very  small  proportion  of  price.  This, 
however,  is  made  still  smaller  as  a  wages'  fund  for  it 
is  not  all  profit,  that  is,  reproductively  employed  a 
great  portion  is  devoted  to  increased  expenditure, 
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increased  productive  consumption,  and,  in  fact,  the 
portion  which  ultimately  goes  in  wages  depends 
upon  the  amount  of  the  reproductive  demand  of  the 
moment.  Should  that  demand  increase  more  profit 
will  be  devoted  to  it,  and  manufacturers,  in  order  to 
increase  the  amount  devoted  to  reproductive  employ- 
ment, will  demand  higher  prices  of  their  customers, 
with  a  view  of  getting  greater  profits  and  so  increas- 
ing their  ability  to  employ  reproductive  labour. 

It  will,  therefore,  be  seen  that  the  amount  of  labour 
employed  by  capital  bears  but  a  very  small  proportion 
to  the  amount  employed  on  credit,  and  that  it  is 
almost,  though  not  quite,  impossible  for  a  Government 
to  alter  the  demand  for  reproductive  labour  at  any 
time  by  increasing  the  amount  of  capital  produced 
in  a  country  by  any  scheme  for  raising  prices,  yet  it 
can  and  may  alter  the  demand  for  productive  labour- 
ers, and  therefore,  their  wages,  by  any  legislation  that 
tends  to  promote  credit,  and  this  credit  by  increasing 
the  wages  of  productive  labourers  naturally  tends  to 
improve  the  wages  of  reproductive  labourers;  for 
competition  among  labourers  for  better  wages 
will  draw  men  off  from  a  badly  paid  to  a  better  paid 
employment. 

Protection,  then,  by  increasing  credit  improves 
wages.  The  fact  that  any  industry  is  protected 
affords  to  those  who  have  money  and  a  desire  to 
engage  in  trade  a  certainty  of  reaping  a  profit,  and 
by  making  the  profit  certain,  the  return  of  capital 
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and  the  amount  of  labour  employed  in  consequence 
is  increased.  Not  only,  however,  does  Protection  in- 
crease credit,  and  thereby  wages,  it  also  enables  the 
same  amount  of  goods  to  be  produced  with  less  capital. 

It  requires  no  very  intimate  knowledge  of  business 
to  know  that  credit  is  limited  by  time.  Credit  is 
given  in  trade  usually  by  bills,  at  one,  three,  or  six 
months,  as  may  be,  and  is  in  fact  nothing  more 
than  a  postponement  of  settlement,  for  which  post- 
ponement a  rate  of  interest  or  discount  is  charged, 
and  this  payment  for  time  naturally  increases  with 
the  length  of  time.  The  longer  the  credit  the  more 
you  have  to  pay  for  it.  Now  this  being  so  it  of 
course  follows  that  a  very  small  capital  will  create  a 
great  credit  provided  that  the  periods  of  payment 
are  short.  The  quicker  payment  is  made  the  greater 
will  be  the  credit  of  the  payee  and  consequently  the 
less  capital  he  requires  to  conduct  his  business,  and 
therefore,  also,  a  man  will  require  in  business  a  capital 
in  inverse  proportion  to  the  length  of  his  credit. 
Suppose  a  man  engaged  in  trade  requires  a  capital 
of  £1000  when  his  business  is  being  conducted  on  a 
three-monthly  credit  system  then  he  could  work  the 
same  business  on  capital  of  say  £333.  6s  Sd  if  he  was 
paid  every  month  instead  of  every  three  months. 

Now  it  is  very  important  to  understand  and  realize 
this  if  you  wish  to  know  the  source  of  the  benefits  sup- 
posed to  be  conferred  by  Protection,  for  the  primary 
object  of  Protection,  is  to  enable  the  country  to 
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trade  on  the  smallest  possible  capital  by  making  the 
trade  internal  instead  of  external. 

If  a  man  trades  with  America  or  Australia  the 
length  of  the  voyages  causes  infallibly  an  elongation 
of  credit,  and  an  elongation  of  credit  necessitates  an 
elongated  capital  proportional  to  it ;  and  by  so  doing 
it  draws  off  the  supplies  of  capital  from  a  reproduc- 
tive to  a  productive  or  unproductive  channel.  The 
capital  of  the  country  is  swamped  in  doing  business, 
which  if  it  was  self-sustained  might  be  employed  in 
half  a  hundred  other  ways,  and  instead  of  wages 
being  increased  they  are  diminished  by  a  diminution  of 
the  fund  available  for  the  employment  of  reproductive 
labour. 

But  it  will  be  said,  where  does  this  capital  come 
from  which  is  absorbed  in  getting  credit  ?  It  comes 
from  and  is  represented  by  greater  rapidity  of 
internal  consumption,  or  what  is  the  same,  a  greater 
quantity  of  exported  goods  at  the  same  value,  that  is 
to  say,  a  national  loss.  That  which  should  be  going 
in  increasing  the  capital  of  the  country  is  going  to 
swell  the  capital  of  the  foreigner. 

The  first  necessity  of  a  country,  then,  is  that  it 
should  be  self-supporting,  so  that  it  may  do  its  busi- 
ness on  the  smallest  possible  quantity  of  capital, 
leaving  the  capital  thus  set  free  to  be  employed  repro- 
ductively,  and  at  the  same  time  enabling  the  manu- 
facturer to  pay  his  men  the  highest  wages. 

Wages  must  under  Protection  be  higher,  because 
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some  of  the  excess  quantity  which  has  to  be  produced 
in  order  to  obtain  credit  from  the  foreigner  would,  if 
the  exchange  was  a  home  one,  go  in  paying  wages,  or 
what  is  the  same  thing,  would  not  be  demanded  of 
the  workman,  while  his  wages  might  remain  at  the 
same  rate  as  before,  he  would  work  less  time  for  the 
same  money  or  the  same  time  for  more  money. 

For  fear  I  should  be  told,  as  is  customary,  that  this 
is  seeing  only  one-half  of  the  question,  it  will  be  as 
well  to  consider  whether  the  foreigner  does  not  have 
to  pay  us  in  the  same  proportion  for  giving  him 
credit,  and  my  answer  to  this  is  that  the  proportion  of 
gain  or  loss  by  exchange  depends  upon  the  necessity 
a  person  is  under  of  obtaining  or  using  the  goods. 
The  more  necessary  an  article  is  the  more  it  is 
desired,  the  more  the  purchaser  of  it  is  capable  of 
being  worsted  in  any  exchange  ;  he  who  desires  goods 
most  at  a  bargain,  or  who  shows  it  most,  will  infalli- 
bly come  off  worst.  Consequently,  the  benefit  or  loss 
by  exchange  in  foreign  trade  depends  primarily  on 
the  nature  of  the  goods  exchanged,  and  the  wealth 
with  which  the  best  bargain  can  be  made  is  capital, 
because  as  we  have  seen,  that  is  excess  of  supply,  it  is 
something  over  and  above  the  demand  or  consump- 
tion of  the  moment.  Therefore,  taking  the  case  of 
England  for  instance,  if  a  corn  law  was  established 
again  not  only  would  a  vast  amount  of  capital,  which 
is  being  wasted  in  getting  credit,  be  set  free,  but  by 
being  set  free,  the  nation  would  be  able  to  buy  of 
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others  with  the  most  advantageous  purchasing  power 
possible. 

The  most  important  factor  in  considering  ex- 
change lies  in  its  categories,  as  I  have  mentioned 
before,  for  if  a  country  seeks  to  buy  a  prime  necessity 
of  life,  such  as  corn,  with  goods  which  are  not  prime 
but  only  of  secondary  necessity,  such  as  cotton  goods, 
that  country  is  sure  to  be  worsted  in  the  exchange, 
for  the  same  reason  that  a  needy  heir  to  property  is 
sure  to  be  fleeced  by  a  money-lender.  Egoists  may 
call  such  bargains  equitable,  but  it  is  hard  for  any 
reasonable  persons,  unless  they  have  great  power  of 
idealizing,  to  see  where  the  equity  comes  in. 

Not  only,  however,  would  the  capital  set  free  by 
promoting  internal  in  preference  to  external  exchange 
be  available  to  employ  more  reproductive  labour, 
but  it  would  tend  to  an  increase  of  credit,  and 
increasing  credit  is,  as  we  have  seen,  merely  another 
name  for  good  trade,  and,  consequently,  good  wages. 
The  capital  would,  doubtless,  in  a  great  measure, 
find  a  productive  outlet,  and  wages  would  rise  in 
productive  employments,  not  merely  because  there 
was  a  greater  amount  of  reproductive  employment, 
but  also  because  more  productive  labour  would  be 
required. 

Protection,  primarily,  does  not  increase  capital,  it 
only  increases  credit  by  shortening  the  time  for  the 
return  of  capital,  and  by  so  doing,  turns  it  into  the 
more  useful  channel,  but  by  doing  so  it  increases  it. 
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Living  cheaper  does  not  increase  one's  income,  but 
it  does  increase  the  margin  of  savings.  Protection 
shortens  credit,  and  thereby  increases  it,  and  as  the 
wages  of  one  class  of  productive  labourers  come  from 
or  are  the  productions  of  another  class  of  productive 
labourers,  anything  which  tends  to  promote  credit, 
that  is,  tends  to  place  the  productions  of  one  class 
more  rapidly  in  the  hands  of  the  other  class,  by  so 
doing  increases  wages.  The  money  spent  in  bridg- 
ing over  the  interval  consequent  upon  the  distance 
at  which  the  producers  are  placed  is  simply  money 
wasted,  capital  spent,  and  wages  lost,  and  all  to  no 
purpose. 

Having  now  considered  the  unitotal  view  of  ex- 
change, it  is  necessary  to  pass  on  to  the  altruistic  view. 

The  secondary  object  which  Protection  has  in  view 
is  the  differentiation  of  labour,  not  simply  for  the 
reason  given  by  such  writers,  for  instance,  as  Mr. 
Ruskin,  in  order  to  more  thoroughly  develop  the 
human  subject  by  preventing  his  being  ground  down 
to  a  mere  machine,  but,  because,  by  how  much  you 
differentiate  employment  by  so  much  you  raise  wages. 

Supposing  it  to  be  necessary,  in  order  to  enable  a 
man  to  purchase  the  requisites  for  life,  that  he 
should  produce  a  given  quantity  of  goods,  then  by 
how  much  he  differentiates  the  nature  of  those 
goods  by  so  much  will  the  wages  of  labour  rise. 
We  have  seen,  and  all  understand,  the  theory  of  the 
differentiation  of  labour,  which  amounts  to  this,  that 
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by  concentration  of  employment,  fewer  persons  are 
employed  in  proportion  to  the  business  done.  A 
business  of  £10,000  a  year,  employs,  we  will  suppose, 
twenty  men,  then  the  theory  of  the  differentiation  of 
labour  tells  us,  that  if  that  identical  business 
assimilates  to  itself  another  business  of  the  same 
amount  and  giving  employment  to  twenty  men,  and 
so  becomes  a  business  of  £20,000  a  year,  less  than 
forty  men  will  be  employed. 

Now  this  concentration  of  business  is  naturally  a 
good  thing  for  the  employer  of  labour,  because  it 
enables  him  to  reap  the  profit  consequent  upon  a 
reduction  in  the  number  of  his  employees,  and  this 
profit  is  perpetually  seized  by  the  successful  business 
man.  But  the  country,  as  such,  should,  even  if  it 
does  not,  affect  to  treat  all  men  equally,  and  the 
persons  thrown  out  of  employment  deserve  an 
equal  consideration  from  the  State  with  the  man 
who  employs  them. 

Now  the  first  result  of  the  employer  of  labour 
reaping  this  profit  is  that  he  reduces  his  price,  and 
by  promoting  a  nearer  approach  to  equality  in 
exchange,  he  reduces  the  capital-producing  force  of 
the  country  simply  in  order  to  benefit  himself.  At 
the  very  time  when  the  country  is  being  injured  by 
the  reduction  in  the  number  of  persons  employed, 
and  the  amount  of  their  wages  consequent  upon 
increasing  competition,  the  payer  of  wages  is  robbing 
the  country  of  the  means  by  which  it  accumulates 
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wealth,  in  order  that  he  personally  may  get  rich. 
Not  only,  however,  is  the  country  being  robbed  to 
benefit  a  certain  individual,  but  the  country  is  being 
robbed  of  more  than  the  profit  resulting  to  the 
individual,  that  is  to  say,  that  every  £  10  profit  in 
that  individual's  pocket,  means  a  robbery  of  the 
State  to  the  extent  of  say  £15,  for  not  only  does  he 
detract  from  the  wages  of  the  working  man  he 
employs,  which  is  the  source  of  his  profit,  but  he 
also  takes  away  from  the  wages  of  the  working  man 
whom  he  does  not  employ,  for  competition  will 
reduce  their  wages,  and  by  putting  up  with  a  smaller 
profit  himself,  he  reduces  the  profits  of  all  other 
people.  So  that,  looked  at  from  a  real  point  of  view, 
Free  Trade,  when  regarded  as  a  unification  of  pro- 
duction, is  merely  a- scheme  for  robbing  the  country 
in  order  to  get  rich  by  the  robbery,  while  knowing 
all  the  time  that  the  benefit  to  self  is  much  less  than 
the  injury  to  your  country. 

Now,  it  is  commonly  said,  that  by  so  reducing  his 
price  the  manufacturer  benefits  his  country,  because 
his  purchasers  can,  by  purchasing  cheaper,  be  put 
into  a  position  to  purchase  more  largely.  Those 
who  argue  thus  seem  to  have  no  idea  of  what  people 
buy,  with  every  man's  means  of  buying  commodities 
rests  in  the  value  of  the  commodities  he  himself 
possesses,  and  consequently,  so  far  from  cheaper 
commodities  giving  greater  power  of  purchase,  it 
simply  means  so  much  more  inability  to  purchase. 
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If  bread  is  cheaper,  then  it  stands  to  reason  bread 
has  less  power  of  purchase,  and  as  we  buy  with 
commodities  and  not  money,  the  fact  of  things  being 
cheaper  is  the  proof  our  inability  to  buy  more. 
Turn  to  what  Mill  says  concerning  excess  of 
supply,  and  the  fallacy  of  supposing  that  because 
we  buy  a  thing  cheap  we  can  therefore  buy  more 
is  at  once  exposed.  Commodities  pay  for  commodi- 
ties, and  twice  the  value  in  commodities  means 
twice  the  purchasing  power;  consequently,  to  say 
half  the  value  in  commodities  will  enable  you  to  buy 
more,  is  to  propound  the  most  ridiculous  non 
sequitur  of  modern  times.  It  fact,  it  is  falling  into 
the  absurd  trap  of  supposing  that  money  is  wealth, 
and  not  merely  that  it  represents  it,  and  that,  conse- 
quently, people  being  erroneously  supposed  to  have 
an  unlimited,  or  perhaps,  I  should  say,  as  much 
money  as  before,  because  they  buy  cheaper  they  can 
buy  more.  The  amount  of  money  people  have 
depends  upon  the  value  of  the  commodities  they 
possess,  and  therefore  by  how  much  goods  are 
cheaper  by  so  much  is  their  money  reduced.  Money 
merely  represents  wealth,  and  therefore,  if  goods  are 
cheaper  people  perforce  have  less  money.  If  you  put 
10  Ibs.  of  beef  in. a  scale  and  a  ten-pound  weight  is 
required  to  balance  it  on  the  other  side  of  the  scale, 
then  it  follows  that  if  you  cut  on0  2  Ibs.  of  beef  there 
will  be  needed  2  Ibs.  less  weight  on  the  other  side  to 
balance  it,  and  so  far  from  a  reduction  of  the 
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quantity  on  one  side  having  increased  the  balancing 
power  of  the  weight  on  the  other  side  it  has  merely 
diminished  it  and  the  thing  refuses  to  balance  unless 
the  weight  is  reduced.  The  10  Ibs.  weight  is  not 
required  and  does  not  exist  as  a  means  of  balancing 
the  scale  until  the  10  Ibs.  of  beef  is  put  in  the  other 
side.  And,  similarly,  if  commodities  are  cheaper,  and 
by  how  much  they  are  cheaper  by  so  much  is  the 
amount  of  money  in  everybody's  pocket  reduced. 
Money  is  not  wealth,  but  its  measure. 

By  going  back  upon  our  argument  you  see  at  once 
that  by  differentiating  employment  the  working  man's 
wages  are  increased.  Attention  must,  however,  be 
called  to  the  fact  that  differentiating  employment 
and  differentiating  labour  are  the  obverse  and  reverse 
of  the  proposition,  and  that  which  the  one  benefits  the 
employer  the  other  benefits  the  labourer,  and  still 
further,  that  they  do  not  clash,  they  are  opposite, 
but  not  antagonistic.  That  is  to  say,  because  I,  by 
Protection,  differentiate  employment,  I  do  not  thereby 
prevent  the  employer  from  differentiating  his  labour. 
Many  persons  would  think  that  the  ideas  being 
opposite  must  be  antagonistic,  but  this  is  not  so. 
The  fact  that  there  are  ten  sorts  of  employment  to  be 
found  in  a  town  does  not  prevent  those  who  conduct 
any  one  of  those  ten  employments  from  dividing  the 
labour  of  their  employees,  while  it  does  benefit  the 
employers,  because  more  people  are  engaged  in  the 
labour  which  is  necessary  to  produce  the  goods  with 
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which  they  buy  the  necessities  of  life.  This  state- 
ment is,  I  think,  so  plain  and  simple  as  to  require  no 
enlarging  upon. 

8.  Profits — the  ideal. — The  reader  will  have  seen 
that  to  exchange  from  an  ideal  point  of  view  no 
profit  is  attached.  That  is  the  fundamental  theorem 
of  the  ideal.  It  follows,  consequently,  that  in 
considering  profits  we  may  disregard  exchange, 
and  the  effects  produced  by  it ;  consequently,  if  you 
turn  to  Mill's  "  Principles,"  Book  II.,  chapter  xv., 
sec.  5,  you  will  read  as  follows : — 

"  To  popular  apprehension  it  seems  as  if  the 
profits  of  business  depended  upon  prices.  A  producer 
or  dealer  seems  to  obtain  his  profits  by  selling  his 
commodities  for  more  than  it  cost  him.  Profit, 
altogether,  people  are  apt  to  think,  is  a  consequence 
of  purchase  and  sale.  It  is  only  (they  suppose) 
because  there  are  purchasers  for  a  commodity  that 
the  producer  of  it  is  able  to  make  any  profit. 
Demand— customers— a  market  for  the  commodity — 
are  the  causes  of  the  gains  of  capitalists.  It  is  by 
the  sale  of  their  goods  that  they  replace  their  capital 
and  add  to  its  amount." 

To  what  extent  these  suppositions  are  true  I  trust 
my  readers  will  ultimately  be  able  to  see,  but  to  go 
on  with  the  quotation  while  copying,  which,  however, 
I  cannot  help  remarking  on  Mill's  words,  "  looking 
at  the  outside  of  the  question,"  how  often  he  tells 
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this  when  he  wishes  to  put  the  concrete  in  the  place 
of  the  abstract. 

"This,  however,  is  looking  only  at  the  outside 
surface  of  the  economical  machinery  of  society.  In 
no  case  we  find  is  the  mere  money  which  passes 
from  one  person  to  another  the  fundamental  matter 
in  any  economical  phenomenon.  If  we  look  more 
narrowly  into  the  operations  of  the  producer  we  shall 
perceive  that  the  money  he  obtains  for  his  commodity 
is  not  the  cause  of  his  having  a  profit,  but  only  the 
mode  in  which  it  is  paid  him. 

"  The  cause  of  profit  is  that  labour  produces  more 
than  is  required  for  its  support.  The  reason  why 
agricultural  capital  yields  a  profit  is  because  human 
beings  can  grow  more  food  than  is  necessary  to  feed 
them  while  it  is  being  grown,  including  the  time 
occupied  in  constructing  the  tools  and  making  all 
other  needful  preparations  from  which  it  is  a  con- 
sequence that  if  a  capitalist  undertakes  to  feed  the 
labourers  on  condition  of  receiving  the  produce  he 
has  some  of  it  remaining  for  himself  after  replacing 
his  advances." 

"  To  vary  the  form  of  the  theorem  ;  the  reason 
why  capital  yields  a  profit  is  because  food,  clothing, 
materials,  and  tools  last  longer  than  the  time  which 
was  required  to  produce  them,  so  that  if  a  capitalist 
supplies  a  party  of  labourers  with  these  things  on 
condition  of  receiving  all  they  produce,  they  will  in 
addition  to  reproducing  their  own  necessaries  and 
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instruments  have  a  portion  of  their  time  remaining 
to  work  for  the  capitalist.  We  thus  see  that  profit 
arises  not  from  the  incidence  of  exchange  but  from 
the  productive  power  of  labour,  and  the  general 
profit  of  the  country  is  always  what  the  productive 
power  of  labour  makes  it,  whether  any  exchange 
takes  place  or  not.  If  there  were  no  division  of 
employment  there  would  be  no  buying  or  selling, 
but  there  would  still  be  profit.  If  the  labourers  of 
the  country,  collectively,  produce  20  per  cent,  more 
than  their  wages  profits  will  be  20  per  cent.,  what- 
ever prices  may  or  may  not  be.  The  accidents  of 
price  may  for  a  time  make  one  set  of  producers  get 
more  than  20  per  cent,  and  another  less,  the  one 
commodity  being  rated  above  its  natural  value  in 
relation  to  other  commodities  and  the  other  below, 
but  there  will  always  be  just  20  per  cent,  divided 
among  them  all.'* 

Now  I  must  say  a  word  or  two  with  reference  to 
the  introduction  of  this  passage  in  order  to  explain 
why  I  have  introduced  it.  I  have  introduced  it  in 
order  to  show,  first,  that  it  is  unnecessary  to  consider 
exchange  if  you  wish  to  treat  of  profits  from  an 
ideal  point  of  view,  and  second,  that  it  is  desirable 
to  abolish  time  as  an  a  priori  of  thought.  As  regards 
inutility  of  exchange  to  an  ideal  view  of  profit,  I 
have  quoted  sufficiently  from  Mill.  I,  therefore,  go  on 
to  the  more  abstruse  point,  namely,  time,  a  necessary 
a  priori  to  the  real.  If  the  reader  will  turn  back  to 
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Book  I.,  on  Production,  and  the  chapter  on  Capital, 
he  will  see  I  have  dealt  with  capital  and  profit  from 
the  same  point  of  view  as  Mill  here  takes,  namely, 
from  the  point  of  view  of  capital  as  egoistically 
produced  (say,  for  instance,  by  Robinson  Crusoe),  and 
I  have  said  that  such  capital  is  the  result  of  excess 
of  supply  produced  in  a  given  time.  Capital  yields  a 
profit  because  food,  &c.,  lasts  longer  than  the  time 
taken  in  producing  them  ;  in  a  word,  there  is  excess 
of  supply  beyond  consumption  in  a  given  time. 
Time  is  here  made  by  Mill  an  a  priori  of  thought, 
and  therefore,  his  view,  though  egoistic,  is  real. 

Were  I  arguing  merely  for  the  purpose  of  reducing 
Mill's  views  to  absurdity,  it  would  only  be  necessary 
for  me  to  compare  this  statement  of  his  with  his 
arguments  concerning  excess  of  supply.  Here  he 
tells  us  profit  is  excess  of  supply  measured  by 
the  consumption  of  a  given  time.  There  we  are 
informed  excess  of  supply  is  an  irrational  and  absurd 
doctrine,  but  I  have  a  far  more  serious  purpose  than 
pointing  out  the  contradictions  given  vent  to  by 
others,  and  that  purpose  is  a  philosophical  one. 

In  treating  economy  from  an  egoistic  point  of 
view,  such  as  this,  time  is  the  a  priori  of  thought, 
and  by  making  time  the  a  priori  you  turn  what 
would  be  the  ideal  into  the  real. 

Now  in  order  to  truly  idealize  you  must  proceed 
upon  the  assumption  that  what  A  does  not  consume 
does  not  exist  as  wealth  unless  it  is  consumed  by  B. 
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as  Mill  says,  by  how  much  a  man  does  not  consume 
by  so  much  he  transfers  his  power  of  consumption 
to  someone  else.  That  is  to  say,  you  must  make  the 
amount  consumed  exactly  coincident  with  the 
amount  produced;  you  must  only  admit  so  much 
desire  to  possess  as  there  are  things  to  be  possessed, 
so  much  subjectly  as  there  is  quantity  of  objectivity, 
so  much  credit  as  there  is  capital,  so  much  money 
as  there  is  gold  to  make  it  of ;  the  moment  you  take 
time  as  your  a  priori,  you  are  straying  into  the 
regions  of  the  real. 

Mill  here  misplaced  his  section,  it  should  have 
gone  under  the  head  of  production  and  been  there 
treated  of,  and  he  could  then  have  introduced  his 
views  as  to  profit  consequent  upon  the  amount  of 
power  or  the  disposition  to  save  or  differentiate 
consumption  here. 

Profit,  then,  ideally  does  not  arise  from  the  pro- 
ductive power  of  labour  or  the  inherent  fertility 
of  nature,  but  from  power  or  the  lack  of  power 
possessed  by  an  individual  or  a  class  of  individuals 
of  differentiating  consumption. 

The  class  called  traders  or  producers  are  presumed 
to  have  the  power  of  directing  the  distribution  of 
wealth  among  all  classes,  of  turning  a  portion  of  what 
is  called  unproductive  consumption  into  productive 
consumption.  Robinson  Crusoe  gets  capital  because 
he  produces  in  ten  minutes  that  which  suffices  him  for 
one  quarter  of  an  hour,  or  in  six  months  that  which 
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will  last  him  a  year.  Production  and  consumption 
are  not  conterminous. 

Now  we  have  seen  that  excess  of  supply  is  an 
irrational  and  absurd  doctrine  ideally.  In  order, 
then,  to  turn  the  real  into  the  ideal,  all  that  is 
necessary  is  to  argue  that  Robinson  Crusoe  consumes 
in  ten  minutes  precisely  as  much  as  he  produces  in 
ten  minutes,  and  to  do  that  it  is  only  necessary  to 
start  with  the  axiom  that  what  he  does  not  consume 
he  does  not  want,  wealth  being  what  is  wanted,  he 
has,  as  Mill  says,  produced  something  not  wanted  in 
place  of  something  wanted,  he  has  produced  watches 
say  instead  of  combs,  and  production  is  ill-assorted, 
not  in  excess,  and  what  he  does  not  consume  is  not 
wealth. 

To  every  egoistic  view,  then,  time  is  the  necessary 
d  priori  of  reality,  and  conversely  to  every  altruistic 
view,  eternity  is  the  necessary  a  priori. 

In  order,  then,  to  truly  idealize  concerning  profits 
the  first  thing  to  do  is  to  ignore  exchange,  and  the 
second  thing  to  do  is  to  ignore  time. 

Now  in  order  to  do  this  it  is  necessary  you  should 
go  back  to  what  has  been  said  concerning  the  ideal 
production  of  capital.  Capital  is  saving,  and  the 
result  of  saving,  and  to  save  means  to  differentiate 
consumption,  consequently  the  only  way  of  recon- 
ciling the  view  above  expressed  with  the  ideal  view 
of  capital,  is  by  stating  that  profit  arises  from  the 
power  or  lack  of  power  of  the  producer  to  turn  the 
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unproductive  consumption  of  A  into  productive 
consumption  by  B,  that  by  how  much  A  does  not 
consume  by  so  much  B  must,  and  that  profit  and 
capital  depends  merely  upon  the  power  of  a  manu- 
facturer to  alter  the  class  of  production,  and  this 
power  is  of  course  exercised  at  once,  eo  instanti. 
That  is  to  say,  that  a  man  by  ceasing,  for  instance, 
to  employ  a  huntsman  to-day,  has,  to-day,  employed 
a  productive  or  reproductive  labourer. 

Profit  ideally  arises,  then,  not  from  the  productive 
power  of  labour,  or  the  natural  fertility  of  soils,  but 
from  the  power  supposed  to  be  inherent  in  trade  of 
turning  the  channel  of  consumption  or  directing  the 
distribution  of  wealth. 

To  assume  as  a  basis  of  argument  that  this  power 
is  inherent  in  trade,  by  reason  of  the  nature  of  trade, 
is  then  truly  to  idealize,  and  the  question  how  profits 
may  be  increased  depends  more  upon  discovering 
new  outlets  for  capital  than  upon  anything  else. 

If  the  reader  will  go  on  to  Book  IV.,  on  consump- 
tion, he  will  see  I  have  there  treated  of  this  matter, 
and  little  more  remains  to  be  done  here  than  to  point 
out  that  to  be  truly  an  idealist  you  should  assume 
the  constant  and  equal  working  of  this  power  of 
differentiation  of  consumption. 

This  sort  of  assumption  of  equality  underlying  the 
ideal  is  the  secret  of  the  difficulty  of  distinguishing 
it  from  the  real.  To  illustrate  my  meaning,  just 
consider  the  effect  produced  by  George  Stephenson 
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in  differentiating  consumption.  Consider  for  a 
moment  the  enormous  absorption  of  capital  con- 
sequent upon  the  introduction  of  railways,  and  the 
concurrent  rise  in  the  profits  of  all  trades.  Is  it  for 
one  moment  supposable  that  in  any  given  ten  years, 
as  compared  with  any  other  ten  years,  an  equal 
quantity  of  capital  would  be  absorbed  ?  I  take  the 
period  of  the  introduction  of  railways,  just  to  show 
that  the  inequality  in  this  absorption  during  equal 
periods  of  time.  For  this  is  the  best  proof  of  the 
weakness  of  asserting  that  what  A  ceases  to  unpro- 
ductively  consume  must  be  productively  consumed 
by  B :  that  because  I  cease  to  eat,  therefore  I 
transfer  my  power  of  eating  to  someone  else. 

The  power  of  differentiating  consumption,  or,  I 
had  perhaps  better  said,  production,  varies  from 
year  to  year,  and  from  period  to  period ;  and  it  is  as 
difficult  to  say  when  that  power  will  augment  or 
diminish  as  to  say  when  a  practical  electric  light  will 
be  introduced,  or  when  electricity  will  supersede 
steam  for  railways.  The  moment  a  great  invention 
is  started,  capital  is  drawn  off  to  bring  it  out  and 
forward  it;  and  by  drawing  off  this  capital  you 
necessarily  augment  the  profits  of  all  trades.  The 
capital  has  to  be  created,  and  the  only  way  it  can  be 
obtained  is  by  increased  manufacturing  profits  ;  and 
this  is  really  the  reason  why  wealth  has  increased  so  in 
this  country  notwithstanding  Free  Trade — Free  Trade 
being,  as  I  have  pointed  out,  a  scheme  for  wasting 
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capital  in  the  purchase  of  longer  credit,  instead  of 
applying  it  to  the  production  of  fresh  commodities — a 
scheme  which  turns  the  community  into  a  wastrel  who 
scatters  the  good  gifts  of  Providence,  enriching  one 
class  to  a  less  degree  than  the  other  is  beggared. 

9.  Profits — the  real. — In  considering  the  ideal  we 
have  seen  that  according  to  the  best  authority 
"  money  is  not  the  cause  of  a  manufacturer's  profit 
but  only  the  mode  in  which  the  profit  is  paid." 

The  real  fact  is  that  money  is  the  cause  of  the 
profit  and  not  the  mode  in  which  it  is  paid ;  but  in 
order  that  you  may  understand  why  money  is  the 
cause  of  profit  you  must  first  know  what  is  under- 
stood by  profit. 

Taking  exchange,  then,  as  an  existing  fundamental 
to  a  consideration  of  the  question,  admitting  that  a 
merchant  sells  his  goods,  and  in  doing  so  discusses  or 
squabbles,  or  arranges  with  his  customer  at  what 
money  price  he  will  sell,  it  becomes  the  duty  of  an 
economist  to  consider  why  it  is  that  this  discussion 
or  squabble,  or  whatever  name  you  like  to  call  it, 
takes  place.  Why  should  a  hatter,  say  for  instance, 
fix  a  sovereign  as  the  price  of  his  hat  and  not  i8s  ? 
the  ready  answer  is,  it  does  not  pay,  but  why  not  I 
ask?  Money,  according  to  Mill,  is  the  mode  in  which 
his  profit  is  paid  to  the  hatter,  and  therefore  the 
assumption  is,  presumably,  that  he  prefers  20s  to 
i8s;  but  this  is  seeing  only  the  outside  of  the 
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question,  the  hatter  does  not  care  for  the  money  as 
such,  what  he  considers  is,  in  reality,  the  quantity  of 
things  he  can  get  for  the  money,  and  therefore  he 
argues  and  discusses  with  his  customer  about  the 
price  being  2os  or  i8s  because  at  the  date  of  bargain 
(time  being  an  a  priori)  he  will  get  a  greater  quantity 
of  other  things  than  was  given  in  cost  of  production. 
Profit,  then,  is  not,  as  Mill  says,  money,  but  money  is 
the  cause  of  profit.  The  merchant  uses  money  as  a 
representative  of  quantity,  he  says  his  price  is  2os  or 
£  100,  or  what  not,  because  the  price  he  names  repre- 
sents quantity  of  other  things.  Price  is  his  measure  for 
quantity  of  other  things  because  it  is  the  measure  of 
value.  Let  us  take  an  illustration,  which,  however, 
must  be  inadequate,  because  nothing  that  I  know  of 
has  an  exact  analogy  with  money.  Suppose  a  man 
goes  to  buy  meat  at  a  butchers,  he  says  he  will  have 
i  Ib.  or  10  Ibs.  as  he  wishes,  the  10  Ibs.  is  not  what  he 
buys,  but  only  the  measure  of  what  he  buys,  simi- 
larly though  not  identically  with  money,  the  money 
a  purchaser  gives  is  not  what  he  really  gives,  but 
only  the  measure  of  it.  What  he  gives  is  other 
satisfactory  objects;  it  may  be  stalls  at  a  theatre, 
elephants,  tea,  or  corn,  but  money  is  the  measure  of 
quantity  of  satisfaction  contained  in  the  tea,  the 
corn,  or  the  anything  else.  The  purchaser's  £i 
of  money,  in  whatever  way  a  vendor  may  choose  to 
to  lay  it  out,  is  always  supposed  when  so  laid  out  to 
bring  the  layer  of  it  out  an  equal  quantity  of  satis- 
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faction ;  2os  in  tea  being,  presumably,  as  satisfactory 
an  object  as  two  stalls  at  a  theatre,  or  a  hat,  or  half 
a  hundred  other  things.  Therefore  the  fixing  of  a 
price  for  goods  is  really  the  fixing  of  the  quantity  of 
the  other  objects  to  be  taken  in  exchange. 

Price,  then,  is  only  the  name  for  quantity  of  other 
things,  and  it  is  needless  to  say  that  that  is  not  the 
same  thing  as  profit.  Profit  is  the  difference  between 
cost  of  production  and  price,  consequently  we  may 
define  price  as  quantity  of  other  things  measured  by 
money  and  profit,  quantity  of  other  things  in  excess 
measured  by  money.  This,  then,  is  what  is  meant  by 
profit  in  reality.  I  have  called  attention  to  what  is 
an  important  factor  in  price,  which  shows  why  price 
has  only  an  indirect  effect  on  profit,  and  that  is  the 
time  when  the  price  is  paid.  Time  brings  about 
alterations  in  value,  and  therefore  as  price  is  the 
measure  of  value,  so  profit  may  alter  while  price 
remains  constant. 

But  I  have  said  that  money  is  the  cause  of  profit, 
and  I  wish  to  give  my  reason  for  saying  so.  The 
fundamental  cause  lies  in  the  inherent  differences  of 
man's  nature.  The  different  amount  of  desire  for  the 
comforts  and  conveniences  of  life ;  and  this  difference 
shows  itself  and  is  proved  to  exist  by  money,  Price 
is  regulated  by  cost  of  production,  and  cost  of  pro- 
duction chiefly  depends  upon  wages,  and  wages  upon 
the  amount  of  desire  shown  by  the  working  men  for 
the  comforts  of  life,  as  compared  with  the  amount  of 
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desire  shown  by  other  people ;  and  this  comparison 
is  made  in  money.  Wages  rise  and  fall  as  the  desire 
for  life  of  the  wage-earning  classes  approaches  an 
equality  with  the  same  desire  shown  by  other  people, 
differentiations  of  desire  for  the  comforts  of  life  is 
the  cause  of  the  rise  of  wages.  The  more  wages 
rise  the  more  price  must  rise  if  profit  is  to  remain  at 
a  constant  level,  and  it  is  for  this  reason  I  put 
money  as  the  cause  or  proof  of  the  existence  of 
profit.  If  cost  of  production  was  not  disguised  by 
money,  if  that  every  working  man  knew  precisely 
what  it  cost  to  produce  goods,  then  he  would  rather 
be  deprived  of  his  labour  and  let  the  consumer 
produce  instead. 

To  put  it  more  clearly,  the  purchaser  of  a  ton  of 
coal  shows  a  greater  desire  to  possess  coal  than  the 
man  who  gets  it  from  the  mine  shows  for  the  things 
which  he  procures  with  his  wages,  and  that  being  so 
if  it  were  not  for  money  the  purchase  of  coal  would 
actually  have  to  go  himself  and  get  the  coal.  Of 
two  men  desiring  the  same  object  the  one  who  most 
desires  it  soonest  obtains  it.  And  that  subserviency 
of  one  man  to  another  which  we  see  around  us  under 
the  present  economical  arrangement  of  the  universe 
can  only  come  from  the  greater  quantity  of  satisfactory 
objects  which  the  one  gives  to  the  other  in  return 
for  his  service.  But  to  consider  the  matter  again 
abstractedly.  The  general  desire  for  the  comforts 
of  life  of  the  purchase  of  coal  is  greater  than  the 
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general  desire  for  the  comforts  of  life  on  the  part  of 
the  coal  producer,  and  therefore  the  coal  producer 
produces  coal  instead  of  letting  the  consumer  go  and 
get  it  himself,  for  this  greater  desire  shows  itself  in 
profit.  If,  however,  man  were  deprived  of  money  I 
very  much  doubt  if  this  greater  desire  would  mani- 
fest itself;  money  perhaps  is  the  manifestation  of 
inequality  of  desire.  Inequality  of  desire  is  the 
first  step  from  savagery,  and  this  shows  itself  in 
money. 

It  is  said  by  Mill,  following  Ricardo,  that  the  rate 
of  profit  depends  upon  the  cost  of  labour,  and  that 
the  cost  of  labour  is  a  function  of  three  variables, 
namely,  efficiency  of  labour,  wages  of  labour,  and 
cost  of  production,  not  of  the  articles  produced  but 
of  those  things  which  are  purchased  with  the  wages. 
Here  Mill  eliminates,  as  is  usual  with  all  idealists, 
time  from  all  consideration  of  the  question.  The 
three  variables  given  by  Mill  are  generally  called  cost 
of  production,  and  may  in  fact  be  easily  reduced  to 
two,  for  the  wages  of  labour  depend  upon  the  cost 
of  the  articles  which  the  wages  go  to  pay,  for  where 
that  cost  is  high  wages  will  be  high,  and  labour  will 
probably  be  found  to  be  more  efficient ;  the  cost  of 
those  articles  which  the  wages  of  labour  purchase 
being  entirely  dependent,  for  abstract  reasons,  on  the 
efficiency  of  labour.  High-priced  commodities  being 
merely  another  name  for  efficient  labour. 

What  Mill  and  Ricardo  call  cost  of  labour  may 
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for  all  practical  purposes  be  called  cost  of  production. 
I  am  perfectly  aware  that  according  to  the  ideal 
view  that  which  is  eternally  present  may  be  assumed 
to  be  absent,  and  that,  consequently,  although  from  a 
real  point  of  view  rent  is  part  of  cost  of  production 
yet  ideally  it  forms  no  part  of  cost  of  production, 
and  that  when  therefore  I  am  saying  that  cost  of 
labour  is  equivalent  to  cost  of  production  I  am 
making  two  things  equivalent,  when  that  which  is 
necessary  to  one  idea  is  eliminated  from  the  other, 
an  objection  which  some  logicians  might  regard  as 
fatal.  It  must  be  remembered  however  that  the 
ideal  or  the  real  are  two  distinct  and  irreconcilable 
views,  and  that  when  I  say  cost  of  labour  is  the 
same  thing  as  cost  of  production  I  mean  that  cost 
of  labour  bears  the  same  relation  to  one  view  as  cost 
of  production  to  the  other.  I  do  not  wish  to  put 
one  for  the  other  merely,  but  to  place  one  in  the 
same  position  in  one  system  as  the  other  holds  in 
an  entirely  different  system. 

The  rate  of  profit,  then,  depends  upon  the  difference 
between  cost  of  production  and  price  in  the  first 
place,  and  in  the  second  place  upon  rapidity  of 
turn  over. 

Very  little  needs  be  said  concerning  cost  of  pro- 
duction. Every  practical  man  knows  what  that 
means,  and  it  includes  every  expense  to  which  he  is 
put  prior  to  the  sale  of  an  article,  but  some  little 
consideration  is  required  to  understand  the  import- 
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ance  to  all  commercial  business  of  rapidity  of  turn 
over. 

It  is  easy  to  see  that  10  per  cent,  profit  is  one 
thing,  but  that  10  per  cent,  profit  once  a  month 
means  a  very  different  thing,  and  the  difference  lies 
solely  in  time. 

I  have  said  that  a  manufacturer  employing  a 
certain  amount  of  capital  in  business  generally  sets 
off  from  the  result  of  his  year's  transactions  a  sum 
of  5  per  cent,  upon  his  capital  which  he  in  effect 
calls  cost  of  production  by  reason  of  his  excluding 
it  from  profit.  It  will,  therefore,  be  seen  that  one  of 
the  reasons  why  rapidity  of  turn  over  is  of  such 
importance  is  that  this  5  per  cent,  is  taken  as  the 
annual  return  of  capital,  and  consequently  the  rate 
of  profit  depends  to  a  great  extent  upon  differences 
in  the  time  of  the  return  of  capital,  and  it  is  by 
reason  of  quick  differences  in  the  return  of  capital 
that  one  man  makes  a  profit  while  another  loses, 
and  so  the  rate  of  profit  varies.  Even  supposing  men 
were  to  fix  a  price  for  all  goods  at  say  10  per  cent, 
above  the  cost  of  production,  yet  the  rate  of  profit  in 
business  would  vary  with  the  men  who  did  the 
business. 

But  perhaps  it  will  be  said  I  am  confusing  rate 
of  profit  on  the  concrete  with  rate  of  profit  on  the 
abstract,  rate  of  profit  on  a  commodity  with  rate  of 
profit  on  capital.  In  speaking  however  of  profit  one 
generally  aludes  to  the  abstract  idea  rate  of  profit 
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in  business,  and  this  depends  to  a  great  extent  upon 
rapidity  of  turn  over,  the  amount  of  profit  increasing 
with  rapidity  of  return,  a  fact  sufficiently  obvious  to 
all  who  try  to  trade  with  far-distant  countries  like 
Australia.  They  find  capital  return  so  slowly  that  a 
much  greater  quantity  is  required  to  do  the  business, 
and  they  therefore  seek  profit  by  means  of  concretely 
augmenting  it,  that  is  to  say,  by  getting  say  20  per 
cent,  on  each  article  sold  instead  of  10  per  cent, 
because  they  only  get  the  20  per  cent,  once  in  three 
months  instead  of  once  every  month. 
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CHAPTER   II. 

DISTRIBUTION  AFTER  EXCHANGE. 

THE  consideration  of  this  subject  not  unnaturally 
resolves  itself  into  a  consideration  of  how  best  the 
inequality  of  wealth  produced  by  exchange  may  be 
obviated,  while  at  the  same  time  the  stimulating 
effect  of  that  inequality  may  not  be  withdrawn.  Can 
we  at  the  same  time  withdraw  or  retain  the  stimulus  ? 
It  is  customary  with  most  people  who  write  on  the 
subject  to  ignore  the  effects  which  inequality  in 
wealth  produces,  to  assume  that  were  all  equally 
rich  all  would  be  equally  laborious,  and  that  an 
existing  equality  in  wealth  would  not  at  once  put  a 
premium  on  idleness  and  incompetence. 

The  only  socialistic  plan  which  seems  to  me 
feasible  would  be  one  where  idleness  or  incompetence 
were  rewarded  with  the  lowest  forms  of  labour. 
But  is  not  that  the  case  under  the  present  system. 
Is  it  not  true  now  that  the  ability  of  any  man  of 
whatever  class,  when  once  it  shows  itself,  procures 
for  the  able  person  a  higher  form  and  more  pleasant 
type  of  labour  as  well  as  a  greater  remuneration. 
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Would  the  same  effect  be  produced  if  the  remunera- 
tion was  always  the  same,  and  merely  the  work 
lighter  or  higher  in  tone  ?  To  a  certain  extent  this 
result  is  taking  place  amongst  us  now ;  the  amount 
of  the  reward  given  to  what  are  considered  the 
higher  forms  of  labour  is  diminishing  with  the 
increase  of  civilization.  All  the  higher  places  in  the 
professions  get  less  and  less  pay,  and  all  the  per- 
quisites are  being  cut  off,  rendering  the  reward  less, 
but  it  is  to  be  observed  that  the  competition  does 
not  decrease.  The  struggles  made  to  get  these 
rewards  is  just  as  great  as  ever.  Trade  seems  to  be 
the  only  thing  in  which  competition  depends  entirely 
on  profits.  The  higher  the  profit  in  any  trade  the 
greater  is  the  competition  for  it. 

It  is  a  curious  thing  about  all  socialistic  schemes, 
other  than  peasant-proprietary  ones,  that  they  all 
seek  to  join  people  together  in  a  community  with  a 
view  of  preventing  inequality  of  wealth,  thereby 
proceeding  by  the  same  method  as  that  which 
promotes  inequality  in  wealth,  instead  of  seeking  to 
isolate  people  so  as  to  prevent  one  getting  rich  at  the 
expense  of  another. 

If  people  will  only  consider  the  matter  quietly  they 
will  see  that  it  is  the  bringing  of  people  into  close 
relationship  which  causes  some  of  those  people  to 
try  and  rule  the  rest,  and  that  the  more  effectively 
that  ruling  of  some  by  the  others  takes  place  the 
better  is  the  result  for  all  the  people. 
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The  first  principle,  then,  for  socialists  to  adopt  is 
that  of  isolation  ;  each  person  should  be  cut  off  from 
all  communication  with  his  fellows,  and  then  it  would 
be  impossible  for  any  to  rule  the  others,  or  any  to 
get  rich  at  the  expense  of  others.  Each  man  should 
be  compelled  to  go  his  own  way,  and  his  riches  or 
poverty  would  depend  entirely  upon  himself  and  not 
on  his  neighbours. 

The  natural  result  of  socialistic  schemes  is  pre- 
cisely and  naturally  the  very  reverse  of  the  cause  or 
method  adopted  to  produce  them,  simply  because 
cause  and  effect  are  equal  and  opposite. 

The  social  force  necessary  to  enable  St.  Simon's 
scheme,  for  instance,  to  be  adopted,  that  is  to  say, 
to  appoint  chiefs  who  should  distribute  labour  among 
the  individuals,  is  such  a  force  as  must  be  self- 
destructive.  The  state  of  servitude  to  which  all  the 
community  would  be  reduced  would  be  such  that 
they  would  very  soon  rebel,  for  nothing  is  more 
intolerable  than  being  compelled,  not  merely  to  labour, 
but  to  labour  in  a  particular  way,  and  nothing  is  more 
likely  to  produce  a  worse  result  so  far  as  the  produc- 
tion of  the  labour  is  concerned. 

Fourier's  scheme  seems  to  have  been  simply 
co-operation,  the  distinction  drawn  between  it  and 
co-operation  by  Professor  Fawcett,  namely,  that 
under  Fourier's  scheme  capital  was  to  be  remunerated 
at  a  fixed  rate,  and  profits  to  be  equally  divided 
amongst  all,  whereas  in  co-operation  all  profits  go 
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to  the  possessor  of  capital,  constitutes  the  reason  of 
the  success  of  the  one  idea  and  the  failure  of  the 
other.  Co-operation  being  successful  by  reason  of 
the  inequality  in  the  division  of  profits,  and  the 
other  being  a  failure  because  of  the  equal  division. 

Perhaps  it  would  be  well  if  socialistic  dreamers 
were  to  come  down  to  the  plain  and  simple  question  of 
the  state  of  wealth  or  poverty  which  their  schemes 
are  likely  to  bring  about.  Would  any  socialistic 
community,  even  of  the  most  perfect  type,  be  better 
or  worse  off  than  a  community  which  was  arranged 
in  the  ordinary  way  ?  Personally,  I  have  no  hesitation 
in  giving  an  answer,  but  doubtless  the  lack  of 
hesitation  on  my  part  would  be  represented  by  an 
equal  readiness  on  the  part  of  others,  and  perhaps 
not  much  good  would  after  all  be  arrived  at.  Perhaps 
a  better  plan  might  be  to  give  socialists  as  much  land 
as  they  require,  and  then  squat  them  upon  it  and 
leave  them  to  their  own  devices,  and  see  the  result 
after  thirty  years. 

Perhaps  I  may  be  permitted  to  point  out  a  justifi- 
cation for  the  poor-law  system  here  which  does  not 
seem  to  have  occurred  to  any  one  so  far  as  I  know. 

Were  everyone  left  to  himself,  presumably,  he 
would  have  to  depend  upon  himself  for  his  poverty 
or  wealth.  Now  it  seems  to  me  that  the  permission 
which  is  given  to  each  man  to  possess  private 
property,  combined  with  the  liberty  he  is  under  to 
exchange  that  property,  is  the  only  true  justification 
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of  a  law  which  compels  the  community  to  support 
those  who  are  destitute.  If  such  arrangements 
are  admitted  as  compel  every  man  who  has  no 
property  to  labour  in  the  satisfaction  of  some  one  else's 
wants  before  he  is  permitted  to  obtain  the  means  of 
satisfying  his  own  wants,  then  it  must  follow  that 
his  own  power  of  living  is,  to  a  certain  extent, 
dependant  upon  that  other  person  having  wants,  and 
it  seems,  therefore,  only  fair  and  reasonable  that  that 
other  person  should  be  in  some  way  prevented  from 
being  able  to  deny  him  the  absolute  necessaries  of 
life.  Any  socialistic  scheme,  then,  which  takes  away 
private  property  and  so  puts  every  man's  wealth  or 
poverty  absolutely  in  his  own  power,  should  at  the 
same  time  abolish  all  idea  of  a  right  to  communal 
support. 
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CONSUMPTION. 
CHAPTER  I. 

THE  IDEAL. 

i.  Civilization,  or  the  progress  in  thought  and  action. 
— It  is  not  customary  with  economists  to  consider 
the  consumption  of  commodities  as  distinct  from 
their  production  or  exchange  ;  but  as  I  write  philo- 
sophically, so  I  am  compelled  to  differentiate  every 
particular  view  as  clearly  as  I  can.  I  have,  there- 
fore, after  much  thought,  introduced  the  following 
considerations  in  order  to  complete  the  system  of 
economical  philosophy  here  expounded  so  far  as 
I  can.  No  one  knows  better  than  myself  the 
difficulties  of  the  task  I  have  imposed  upon  myself, 
and  to  no  critic  in  particular  will  my  shortcomings 
be  more  clear  than  they  are  to  me ;  but  it  is  one 
thing  to  perform,  and  another  to  criticize ;  it  is  one 
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thing  to  originate  thought,  it  is  quite  a  different 
thing  to  put  it  into  words  ;  and  I  am  convinced  that 
that  extreme  fluency  of  language  which  is  so  accept- 
able to  the  reader,  can  only  spring  either  from  want 
of  thought,  or  from  constant  practice  in  expressing 
thought.  There  are  those  whose  flow  of  words  is  innate, 
and  that  flow  would  be  stopped,  and  the  fount  dried 
up,  were  the  authors  of  them  only  compelled  to 
devote  much  thought  to  what  they  wrote  or  said. 
Personally,  the  more  I  think  upon  this  subject  the 
more  I  find  my  words  condensed,  and  the  less  able 
I  become  as  an  expounder  of  my  own  views.  In 
proportion  as  my  thought  gets  more  definite,  so 
my  words  get  more  finite  and  tend  to  produce  a 
dogmatic  tone  not  pleasant  to  the  reader  and  in- 
jurious to  a  writer  who  writes  for  a  critical  public. 

If,  therefore,  I  appear  to  dogmatize  in  a  manner 
more  powerful  than  is  consistent  with  the  due  con- 
sideration to  the  thoughts  and  ideas  of  the  intelligent 
reader,  I  ask  pardon  for  so  doing,  and  trust  that  he 
will  show  some  slight  consideration  to  the  results, 
however  poor,  of  many  months  and  years  of  thought. 

The  object  attained  by  satisfaction  is  not  in  the 
satisfaction.  It  cannot  be  supposed,  even  by  the 
lowest  order  of  mind,  that  any  result  attained  by 
man's  labour  on  earth  is  attained  simply  and  solely 
for  that  individual  man.  Some  persons  may  possibly 
take  such  a  view,  but  this  is  taking  a  very  contracted 
view  of  nature's  laws.  God  did  not  waste  the 
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bounties  of  His  providence  on  man  merely  for  the 
gratification  of  the  individual  any  more  than  He 
wastes  the  life  of  the  individuals  of  animate  and 
inanimate  nature.  It  must  at  least  be  supposed 
that  God  has  acted  in  a  manner  equal  to  that  of 
any  ordinary  mortal,  for  to  do  otherwise  would  be 
to  turn  to  ridicule  the  very  notion  and  idea  that 
the  word  God  is  made  to  express,  and  we  know 
that  few  persons  in  the  universe  live  simply  for 
themselves  alone,  and  even  when  they  try  to  do  so 
their  purposes  are  mostly  thwarted  and  turned  to 
some  one  else's  benefit. 

Stated  broadly,  it  may  be  safely  asserted  that  the 
object  of  the  sensation  of  satisfaction  is  to  produce 
civilization,  or  the  progress  of  man  in  thought  and 
action.  That  is  the  object  of  wealth.  To  suppose 
that  England  or  America  are  better  than  other 
nations  simply  because  they  are  more  wealthy — 
that  the  wealth  is  in  itself  a  good  thing — is  to  regard 
the  matter  from  a  point  of  view  which  is  immaterial 
or  valueless  because  material;  wealth  is  to  be  desired, 
not  because  it  is  wealth,  but  because  it  causes 
civilization. 

First  in  order  comes  a  sense  of  uneasiness,  then 
follows  the  getting  of  the  thing  which  will  obviate 
it,  and  last,  the  moral  influence  produced  by  the 
getting,  but  the  last  shall  be  first  and  the  first  last. 
The  interior  view  is  a  change  of  mind,  the  exterior 
view  is  wealth.  Looked  at  from  inside,  that  which 
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was  uneasy  has  procured  ease.  Looked  at  from 
outside,  that  which  was  valueless  has  become  a 
commodity.  But  however  true  this,  the  positivist 
view  of  the  matter  may  be,  it  can  hardly  be  called 
complete  ;  it  is  possible,  of  course,  merely  to  regard 
wealth  as  inner  and  outer  phases  of  the  same 
change,  but  the  inner  phase  of  change  is  one  of 
continuing  power,  whereas  the  outer  phase  of  the 
change  may  cease  at  once,  or  to  put  it  in  homely 
language,  the  making  or  procuring  of  a  coat  is  the 
outer  phase  of  the  change  of  mind  caused  by  colder 
weather,  but  there  are  still  remaining  two  views 
undiscussed,  the  view  of  the  effect  of  my  getting 
the  coat  on  some  one  else,  and  the  view  of  the  effect 
of  some  one  else's  coat  on  me.  In  the  former  case 
the  change  of  mind  which  has  taken  place  in  me 
continues  on  in  some  one  else ;  in  the  latter  case 
we  suppose  the  cessation  of  a  change  of  mind  in 
me,  that  is  to  say,  I  have  ceased  to  want  my  coat 
because  I  saw  some  one  else  who  had  on  a  better 
one,  and  it  is  these  two  views  which  are  the  most 
important  in  Political  Economy.  First  the  effect 
of  discontinuance  of  old  desires,  and  second,  the 
production  of  new  ones;  in  a  word,  civilization. 
What,  then,  are  the  effects  obtained  by  our  ceasing, 
for  instance,  to  want  bows  and  arrows  and  taking 
to  want  guns  of  all  sorts,  or  by  our  progress  in  the 
forms  of  satisfaction  ?  They  are  twofold,  the  direct 
and  the  indirect. 
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2.  Of  the  progress  in  thought.— This  is  the  first  result 
which  appears  in  man  as  a  product  of  increasing 
wealth.  Taking  our  point  of  view  as  the  nation 
generally,  it  will  be  found  that  wealth  has  caused 
the  individuals  to  regard  their  fellows  from  a  more 
enlightened  and  humane  point  of  view.  Not  only 
do  we  regard  our  fellow-man  from  a  more  humane 
point  of  view,  but  we  regard  him  as  some  one  to 
be  benefited.  Wealth  tends  to  develop  the  other 
regarding  faculty,  and  this  other  regarding  faculty 
is  a  most  important  development,  which  it  is  just 
possible  may  become  so  powerful  as  to  justify  com- 
munism ;  but  of  this  later  on. 

In  patriarchal  times,  as  we  are  all  aware,  each 
individual  took  a  line  by  himself,  he  followed  his 
own  course,  and  with  possibly  one  or  two  servants 
or  slaves  he  roamed  the  deserts,  and  his  hand  was 
against  every  man  and  every  man's  hand  against 
him.  Other  persons  were  regarded  in  the  light  of 
the  perpetrators  of  injury,  and  his  first  object  on 
beholding  any  one  was  to  regard  him  or  her  as  an 
enemy  to  be  overcome.  But  as  time  went  on  this 
aversion  to  others  was  toned  down,  communities 
came  to  be  looked  on  as  benefits,  and  a  neighbour 
as  an  object  to  be  squeezed,  and  one  from  whom  a 
great  deal  might  be  obtained  ;  still  anything  like 
competition  was  looked  upon  as  an  unmitigated 
evil,  and  although  society  forced  people  to  be 
neighbours,  and  tried  to  persuade  them  of  the 
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benefits  that  would  accrue  from  intercourse,  yet  still 
in  the  enactments  concerning  trade  it  was  obvious 
that  the  injury  was  regarded  as  almost  outweighing 
the  benefit.  Not  till  we  come  to  modern  times  do 
we  see  that  intercourse  has  come  to  be  regarded  as 
an  unmitigated  benefit,  and  people  flock  together 
finding  that  their  doing  so  increases  their  wealth. 
Progress  has  been  marked  in  the  other  regarding 
instinct,  and  people  have  found  that  more  benefit 
accrues  to  them  as  a  result  of  benefiting  some  one 
else  than  by  the  mere  selfish  attempts  of  their 
ancestors  to  grasp  simply  at  the  possessions  of 
others  without  giving  any  return  for  them. 

In  civilized  countries  those  who  desire  to  serve 
themselves  must  first  serve  others.  He  who  would 
be  assisted  must  first  assist,  he  who  would  rule  must 
first  obey.  In  the  Middle  Ages  trading  communities 
were  the  bond  of  union,  the  tie  which  bound  society 
together.  These  trading  communities  and  cities 
mark  a  decided  advance  in  civilization,  they  mark 
a  period  when  men  were  beginning  to  appreciate 
the  advantages  of  luxury,  the  increase  of  wealth, 
and  when,  in  consequence  of  the  great  difficulty  of 
getting  the  desired  commodities  in  consequence  of  a 
rude  state  of  society  without,  men  banded  themselves 
together  to  obtain  the  things  they  wanted.  Later 
on  the  objects  of  these  societies  varied,  and  from 
being  first  started  in  order  to  facilitate  the  obtaining 
of  the  commodities  desired,  they  ultimately  became 
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useful  in  preventing  their  excessive  over-production, 
in  preventing  the  ruin  which  their  too  great  success 
would  be  apt  to  cause. 

The  result  of  increasing  wealth  has  been  to  cause 
us  to  regard  others  as  people  to  be  benefited  and 
not  injured  :  and  although  of  course  our  object  still 
is  egoistic,  is  personal  benefit,  yet  in  these  days 
of  commerce,  as  we  see  in  the  commercial  traveller, 
the  producer  produces  and  tries  to  get  some  one 
else  to  take  his  production,  that  so  he  may  get 
the  equivalent,  instead  of  following  the  practice  of 
the  Middle  Ages  of  taking  without  giving  in  return. 
It  must  be  confessed  that  our  rich  a-ncestors  were 
little  better  than  robbers,  and  that  they  generally 
were  rich  because  they  had  injured  some  one,  and 
not,  as  is  the  case  now  when  men  like  George 
Stephenson  become  rich,  because  they  have  benefited 
some  one  else. 

3.  Of  the  progress  in  philosophic  thought. — One  of 
the  most  marked  effects  wealth  has  produced  in 
man's  progress  on  earth  is  particularly  noted  by 
Mr.  H.  T.  Buckle,  in  his  "  History  of  Civilization  in 
England."  He  says,  page  41,  vol.  i,  edition  of  1869, 
"  Of  all  the  results  which  are  produced  among  a 
people  by  their  climate,  food,  and  soil,  the  accumu- 
lation of  wealth  is  the  earliest  and  in  many  respects 
the  most  important.  For  although  the  progress  of 
knowledge  eventually  accelerates  the  increase  of 
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wealth,  it  is  nevertheless  certain  that  in  the  first 
formation  of  society  the  wealth  must  accumulate 
before  knowledge  can  begin.  As  long  as  every  man 
is  engaged  in  collecting  the  materials  necessary  for 
his  own  subsistence  there  will  be  neither  leisure  nor 
taste  for  higher  pursuits  ;  no  science  can  possibly  be 
created,  and  the  utmost  that  can  be  effected  will  be 
an  attempt  to  economize  labour  by  the  contrivance 
of  such  rude  and  imperfect  instruments  as  even  the 
most  barbarous  people  are  able  to  invent."  Here  we 
see  realized  by  Mr.  Buckle  one  of  the  most  important 
direct  mental  effects  of  wealth, — the  progress  of 
scientific  knowledge, — and  although  we  shall  have 
some  remarks  to  make  later  on  concerning  applied 
science,  yet  it  is  necessary  to  take  note  of  the  fact 
that  science  is  at  first  what  some  people  foolishly 
call  useless  investigation,  that  it  becomes  afterwards 
useful  in  being  applied ;  science  generally  acts 
synthetically,  generalization  first,  application  after- 
wards. Art  always  reverses  the  process,  and  art 
precedes  science,  yet  it  is  to  science  that  it  must  turn 
in  order  to  attain  the  greatest  efficiency.  This  appli- 
cation of  science  to  art  is  commonly  called  invention, 
and  under  that  head  we  shall  treat  it  afterwards. 

It  may  occur  to  the  reader  that  the  increase  in  the 
number  of  our  satisfactions  has  no  tendency  to  cause 
a  progress  in  science.  Inasmuch  as  we  are  dealing 
with  mental  phenomena,  the  explanation  must  be 
sought  for  from  them,  and  it  will  not,  we  think, 
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seem,  therefore,  travelling  out  of  the  domain  of 
economy  when  we  say  that  the  reason  why  increasing 
the  number  of  satisfactions  increases  the  progress 
in  science  is  because  the  increase  in  the  bodily 
satisfaction  produces  satiety,  as  we  all  know,  and 
satiety  in  one  form  causes  an  uneasiness  which 
moves  us  to  seek  satisfaction  in  another  form ;  and 
satiety  in  the  bodily  satisfaction  is  the  means  of 
producing  a  progress  in  the  mental  ones.. 

It  must  not,  however,  be  supposed  that  because 
this  is  so,  therefore  the  richest  people  must  be  the 
most  scientific  :  to  generalize  so  would  be  utterly 
wrong,  though  it  may  be  the  case,  taking  nations  as 
one  body. 

Man's  capabilities  in  respect  of  bodily  satisfactions 
vary;  and  what  may  be  satiety  to  one  man  is  poverty 
to  another ;  but  it  will  almost  always  be  found  that 
scientific  men  are  those  whose  bodily  satisfactions 
are  easily  procured,  and  in  no  man  was  this  more 
conspicuous  than  in  the  late  Michael  Faraday.  It 
will,  of  course,  be  said  that  in  Mr.  Faraday's  case, 
for  instance,  ease  was  the  cause  of  his  knowledge; 
but  this  is  a  contracted  view  of  the  matter,  and 
we  think  that  as  in  the  passage  quoted  above  from 
Locke,  the  real  cause  was  uneasiness,  the  result  of 
simplicity  of  taste  and  an  early  sense  of  satiety. 
Those  in  whom  bodily  satisfaction  of  all  the  forms 
of  desire  is  the  most  quickly  procured  will,  or,  we 
should  say,  may  become  the  most  scientific  people ; 
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but  unless  the  uneasiness,  so  often  noted  in  great 
men,  is  to  be  found,  to  use  Locke's  words  again, 
they  move  not. 

The  production  of  this  sense  of  uneasiness  in 
man  is  above  all  things  to  be  desired  as  the  first 
step  in  reform — the  first  beginning  of  knowledge. 
It  is  difficult  to  say  how  it  is  best  produced ;  but  an 
alternating  method  of  contraction  and  expansion, 
or  the  production  in  the  mind  of  a  sense  of  igno- 
rance of  the  subject,  capped  by  a  conviction  of 
progress  in  knowledge,  seems  to  us  the  best  method 
of  education.  The  perception  of  ignorance  is  the 
first  step  to  knowledge. 

4.  Of  the  progress  in  action. — This  is,  of  course, 
at  once  the  most  obvious  result  of  wealth.  Not  only 
is  there  a  progress  of  mind  left  in  man  as  the  record 
of  his  increasing  wealth,  but  there  is  a  progress  in 
his  actions  in  the  results  of  his  material  labour. 
Having  in  the  preceding  section  noted  the  fact  that 
increasing  wealth  has  caused  increasing  philoso- 
phical knowledge,  that  is,  in  unapplied  science  or  a 
knowledge  of  nature  as  separate  from  these  forms  of 
matter  in  which  we  see  the  results  of  science,  such 
as  the  steam  engine  and  the  locomotive,  we  now  wish 
to  call  attention  to  the  great  peculiarity  which  most 
especially  marks  this  epoch  of  the  increase  of  wealth, 
namely,  the  application  of  that  science  to  the  results 
of  labour. 
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The  great  contrast  which  exists  between  the  pro- 
ductions of  man,  say  under  the  civilization  of  Greece 
and  Rome  and  under  the  present  dispensation,  is 
the  contrast  between  feeling  and  thought,  or  between 
effective  feeling  and  effective  thought.  There  is  a 
lower  tone  of  feeling  expressed  in  man's  works  of 
to-day,  but  a  higher  tone  of  thought  than  was  the 
case  formerly. 

Strange  and  humiliating  it  is  to  find  that  with  all 
our  vaunted  power  to  control  and  utilize  the  sub- 
stances which  nature  has  given  us,  we  have  yet  to 
look  to  Greece  and  Rome  for  art  treasures,  which 
are  unsurpassed  by  any  modern  creations  of  man. 
It  would,  perhaps,  be  going  too  far  to  say  that  for 
1800  years  art  has  made  no  progress,  yet  who  is 
there  now,  or  within  modern  times,  that  can  pro- 
duce works  surpassing  those  of  old  time?  But 
however  conspicuously  deficient  we  may  be  in 
progress  in  this  form  of  civilization,  that  is,  in  what 
we  call  the  pre-eminently  artistic  form,  namely, 
the  form  that  appeals  to  our  tastes,  to  our  feelings 
and  sense  of  beauty,  yet  there  has  been  a  very 
marked  progress  in  what  are  called  the  lower  forms 
of  art  work  in  manufactures,  navigation,  means  of 
transport,  and  general  control  over  the  spontaneous 
products  of  nature. 

The  result  of  antiquarian  research  has  certainly 
been  to  show  that  although  the  ancients  had  beau- 
tiful manufactures,  and  were  exquisite  workmen,  yet 
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the  moderns  have  far  surpassed  them  in  the  variety 
and  rapidity  of  their  productions,  the  more  particu- 
larly in  the  adaptability  of  means  to  the  use  and 
service  of  man;  and  it  is  this  progress  which  has 
been  and  is  the  result  of  our  progress  in  wealth. 

The  result  has  no  doubt  been  towards  raising  the 
tone  and  manners  of  society  generally.  The  produc- 
tions of  labour  have,  by  becoming  more  diffused  in 
society,  rendered  man  more  civilized,  more  interested 
in  benefiting  himself  without  at  the  same  time  injur- 
ing his  fellow-man.  The  great  contrast  between 
men  of  this  time  and  of  two  thousand  years  ago  is 
a  contrast  in  the  diffusion  of  the  products  of  art. 
Less  real  destitution  then  existed,  but  more  real 
poverty.  And  it  is  difficult  to  say  what  has  been 
the  cause  of  this  progress,  what  it  is  which  has 
caused  mankind  to  devote  himself  to  commerce  and 
the  increase  thereby  of  means  of  satisfaction. 

But  although  the  highest  form  of  art  has  been 
stationary  while  the  lower  forms  have  been  progres- 
sive, civilization  has  concurrently  produced  a  great 
increase  in  knowledge.  Again,  it  is  difficult  to  say 
whether  knowledge  has  produced  civilization  or 
civilization  knowledge,  for  the  two  go  hand-in-hand 
so  closely  locked,  that  it  almost  tends  to  prevent  a 
separation ;  but  if  we  regard  for  a  moment  the  fact 
that  progress  generally  comes  from  below  and  moves 
upward,  whereas  knowledge,  meaning  applied  science, 
generally  acts  in  the  reverse  direction,  we  shall  be  led 
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to  the  conclusion  that  civilization  was  the  cause  of 
the  increase  of  knowledge,  and  that  knowlege  really 
acts  as  an  incentive,  an  assistant,  but  not  as  the 
prime  motive  power  in  civilizing  mankind. 

The  increase  of  knowledge  marks  this  epoch  of 
time  more  strongly  than  it  has  marked  any  other. 
Not  only  have  scientists  themselves  made  great 
strides,  but  the  knowledge  has  been  utilized  and 
diffused,  and  applied  with  greater  effect  than  it  has 
ever  been  done  before.  This  powerful  application  of 
knowledge  and  science  to  art  is  the  cause  of  a  very  im- 
portant difficulty  concerning  life  generally.  I  allude 
to  the  fact  of  the  increasing  difficulty  of  the  struggle 
for  existence.  It  marks  a  time  when  labour,  that  is, 
paying  labour,  is  diminishing  in  proportion  to  the 
number  of  persons  supported  on  the  earth;  and 
when  in  consequence  people  are  driven  to  find  the 
means  of  still  further  reducing  the  labour,  for  that  is 
the  source  of  most  of  our  great  fortunes  now.  When 
desire  for  labour  has  become  an  undoubted  fact  of 
life,  at  this  very  time  more  than  at  any  other,  labour 
is  diminishing  in  proportion  not  to  its  result  in  the 
production  of  things  necessary,  useful,  or  agreeable  to 
man,  but  in  the  reward  given  to  the  producer  more  is 
being  produced  and  less  is  being  given  to  the  producer. 

There  never  was  a  period  of  history  when  idleness 
was  so  universally  descried  as  it  is  now,  and  when 
the  question  why  this  is  so  is  asked  it  becomes 
increasingly  difficult  to  answer,  and  more  puzzling 
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still  in  the  methods  of  God's  providence  is  the 
constant  increase  in  the  difficulty  of  finding  a 
sphere  of  labour  suited  to  the  individual.  It  is  a 
current  remark  that  the  tendency  now  is  for  the 
labour  to  accumulate  in  fewer  and  fewer  hands,  and 
a  man  has  only  to  become  eminent  in  his  sphere  for 
him  to  be  at  once  overworked  and  rendered  the 
mere  slave  of  his  fellows,  to  be  reduced  to  a  machine 
with  no  pleasure  in  life  and  no  independent  power 
of  action. 

This  apparently  evil  effect  of  that  which  it  has 
been  the  object  of  economists  to  applaud,  is  one  to 
which  more  and  more  attention  should  be  devoted. 
Life  to  be  made  happy  and  pleasant  to  man  should 
be  neither  all  beer  and  skittles  nor  all  labour ;  and 
the  continuously  increasing  volume  of  labour  in  one 
set  of  persons  is  apt  to  render  others  miserable  to 
themselves  and  useless  to  their  fellows.  A  counter- 
acting tendency  may,  however,  be  noted  which 
increases  the  injury  to  the  worker,  and  that  is 
caused  by  the  fact  that  more  must  be  produced 
to  get  the  same  reward,  the  compulsorily  idle 
retaliate  on  the  worker  by  compelling  him  to 
produce  cheap,  that  is  by  making  the  reward  for 
his  labour  smaller. 

The  idleness  forced  upon  so  many  now  is  due  to 
the  increasing  equality  of  fortune,  to  the  increase  of 
a  middle  class.  The  rich  are  poorer  than  the  poor 
are  richer,  and  as  the  differentiation  of  consumption 
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is  the  prime  motor  power,  idleness  is  the  result  of 
approaching  equality. 

Conceive  a  circle  superimposed  upon  an  isoscyles 
triangle,  and  you  get  a  very  good  idea  of  society. 
The  base  of  the  triangle  represents  the  poorer 
classes,  the  circle  the  middle  classes,  and  the  apex 
of  the  triangle  the  rich.  Every  expansion,  then,  of 
the  circle  cuts  more  off  from  the  apex  than  it  does 
from  the  baseband  as  the  apex  is  the  motor  power 
the  enlargement  of  the  middle  class  is  detrimental 
to  the  whole  society  unless  at  the  same  time  there 
is  an  increasingly  large  upper  class.  If  equality 
was  possible  society  would  cease  under  present 
conditions,  exchange  would  be  impossible,  and 
stagnation,  and  civil  death  must  result.  Fortunately 
for  England  the  wealth  of  the  upper  classes  has 
almost  kept  pace  with  the  middle,  and  the  result 
has  been  a  vast  increase  in  wealth.  The  difficulty, 
then,  of  finding  a  means  of  livelihood  among  the 
middle  classes  is  due  to  the  nearer  approach  of 
equality  of  fortune  or  consumption. 

5.  Of  invention,  or  the  progress  of  thought  in  action. — 
The  progress  of  modern  times,  then,  has  been  a 
progress  in  ability  to  import  thought  into  action, 
an  ability  which  has  found  expression  in  the  term 
invention. 

Invention  may  be  defined  as  the  discovery  of  the 
applicability  of  a  form  of  natural  force  to  the  results 
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of  labour.  Speaking  generally,  it  will  be  found  that 
inventors  are  not  as  a  rule  practical  men,  or  perhaps 
I  should  say  men  engaged  in  production  of  the 
given  article,  though  they  mostly  are  users  of  the 
article  to  which  the  invention  is  to  be  applied.  It 
is  also  noteworthy  that  in  many  cases  inventions 
have  arisen  from  the  first  use  by  an  individual  of  an 
article.  Very  often  it  occurs  that  a  man  making 
use  for  the  first  time  of  some  article  has  his  attention 
called  to  its  failure  in  some  prominent  point  of  its 
utility,  and  so  having  his  attention  drawn  to  a 
deficiency,  has  applied  his  mind  to  find  out  a  means 
of  making  that  deficiency  good. 

There  is,  as  Professor  Hearn  says,  neither  good 
nor  utility  in  pronouncing  a  panegyric  upon  invention. 
It  is  one  of  the  great  and  beneficial  products  of 
wealth,  and  were  it  not  for  inventors  the  earth  would 
very  soon  be  unable  to  support  its  inhabitants. 

Wealth  supplies  us  with  the  leisure  to  become 
inventors,  and  invention  supplies  us  with  a  means  of 
obtaining  fresh  commodities. 

There  is,  however,  no  good  in  this  world  which 
has  not  a  counteracting  evil,  and  although  the  good 
done  to  man  by  invention  is  greater  than  the  evil, 
yet  an  evil  undoubtedly  exists  in  consequence  of  the 
fact  that  every  invention  is  an  abstraction  of  labour, 
which  latter  is  the  source  from  which  so  many  get 
the  bare  necessities  of  subsistence. 

There  are  times  when  invention  inflicts  grevious 
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injury  on  the  poor  more  than  corresponding  to  the 
benefit  conferred  upon  the  rich. 

For  instance,  suppose  the  consumption  of  any 
given  commodity  to  be  as  it  must  be  fixed  in  amount 
for  any  given  time,  say  a  year,  then  the  object  of 
any  inventor  as  regards  the  production  of  that 
commodity  is  to  get  rid  of  some  of  the  labour  by 
which  it  was  produced,  and  in  proportion  as  he  is 
successful,  so  the  capitalist  benefits,  for  not  only  can 
the  capitalist  now  sell  cheaper,  but  by  doing  so  he 
cuts  down  the  profits  of  his  compeers,  who  are 
consequently  unable  to  pay  their  labourers  so  well, 
so  that  not  only  is  the  sum  of  the  labour  reduced, 
but  the  reward  which  it  gets  is  reduced  also.  The 
cheapening  of  the  commodity  to  the  consumer 
naturally  tends  to  induce  a  greater  consumption, 
but  to  suppose  the  consumer  will  not  take  advan- 
tage of  the  cheapness  to  save  is  to  suppose  one  of 
the  greatest  marks  of  modern  times  non-existent. 

The  total  result  of  all  these  forces,  then,  tends 
to  fall  on  the  labourers,  for  not  only  is  there  less 
remunerative  work,  but  its  reward  is  reduced  at  the 
very  time  when  more  is  being  produced,  there  is  less 
labour  and  less  reward  given  to  it,  and  at  times  this 
becomes  so  marked  as  to  cause  trades'  unions  and 
combinations  to  obviate  it. 

Although,  however,  this  is  a  necessary  evil,  the 
result  of  invention  is  a  greater  good,  and  therefore 
economists  are  apt  to  disregard  the  evil. 

30  * 
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A  history  of  inventions  would  be  a  summary  of 
man's  progress  in  action,  consequent,  as  Mr.  Buckle 
puts  it,  of  the  first  beginnings  of  wealth. 

6.  Oj  the  treatment  of  others. — This  view  of  the 
result  of  wealth  in  influencing  our  actions  is  com- 
plimentary to  the  preceding  section  on  the  progress 
of  thought  for  others,  but  it  is  as  well  to  regard  the 
matter  not  only  from  a  mental  or  philosophic  view, 
but  as  that  view  influences  and  guides  our  actions. 
Knowledge,  the  concomitant  of  wealth,  produces 
toleration  of  the  weaknesses  and  faults  of  others, 
and  a  more  humane  treatment  of  them  results  in 
consequence.  It  is  not  so  long  ago  when  in  this 
country  men  were  daily  hung  for  offences  for  which 
at  the  present  time  the  punishment  is  slight,  and 
although  we  should  not  on  that  account  judge 
ancient  laws  and  customs  as  either  foolish  or 
inhuman,  but  simply  as  the  outcome  of  the  weakness 
of  the  law,  yet  we  may  point  to  this  progress  as  the 
result  of  wealth,  as  a  result  attained  by  its  diffusion 
and  a  more  enlightened  knowledge,  ability  to  enforce 
the  ideas  meum  and  tuum,  which  are  .the  basis  of 
modern  society. 

Wealth  diffuses  among  society  in  all  grades  a 
better  knowledge  and  appreciation  of  the  laws  of 
property.  Laws  which,  however  much  revolutionists 
may  rail  and  the  semi-scientific  scoff,  are  the  basis 
and  ground-plan  upon  which  modern  society  exists, 
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and  the  taking  away  of  which,  even  if  possible, 
requires  from  those  who  attempt  it  a  knowledge 
probably  greater  than  any  man  yet  possesses  of  the 
instincts  and  desires  of  Human  nature. 

Nowhere  more  than  in  trade  and  mercantile 
concerns  is  this  altruistic  action  perceptible,  and  in 
these  days  of  the  telephone  and  telegraph  the  men 
of  one  place  are  producing  for  the  consumption  by 
men  in  another,  and  in  consequence  merchants  are 
engaged  in  finding  out  the  state  of  other  men's 
desires  at  ever-lengthening  distances  from  home. 
It  has  long  ceased  to  be  for  himself  that  man 
produces,  and  as  a  consequence  of  the  ever-increas- 
ing separation  between  producers  and  consumers 
there  has  sprung  up  that  large  class  of  mercantile 
men  who  are  all  grouped  together  upon  the  vague 
denomination  of  the  middle  man  whose  business  it  is 
by  bringing  together  those  whom  distance  separates 
to  squeeze  a  profit  from  each,  small  though  it  be. 
The  days  of  direct  trade  have  almost  ceased,  and  the 
separation  having  become  so  powerfully  felt  has 
resulted  in  the  production  of  co-operative  and  other 
societies,  whose  business  it  is  if  possible  to  ruin  the 
middle  man.  The  action  has  produced  the  reaction, 
and  it  will  be  hard  to  predict  the  result.  Are  we  to 
see  an  ever-increasing  quantity  of  the  middle  men, 
or  is  the  mercantile  world  going  to  be  turned  into  a 
vast  co-operative  store  ?  The  latter  system,  though 
tried,  has  failed  more  than  it  has  succeeded.  There 
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are  no  doubt  at  this  moment  many  successful 
co-operations  in  existence,  but  a  still  greater  number 
have  probably  failed,  and  one  cause  may  be  found  as 
the  ultimate  reason.  The  time  has  not  arrived,  so 
long  looked  for  by  radical  thinkers,  when  there  will 
be  a  unity  of  knowledge,  a  dead  level  of  intellect  in 
the  world.  As  long  as  men  differ  in  mental  capacity 
so  long  will  the  clever  seek  to  outstrip  the  foolish, 
pushing  to  make  for  themselves  a  front  position 
among  their  fellows,  and  anything  of  that  sort  by 
which  progress  is  secured  is  radically  opposed  to 
all  radical  thought.  The  result  of  all  co-operative 
societies,  just  as  a  grandmotherly  Government,  is  to 
reduce  all  men  to  the  level  of  clerks  and  assistants 
to  prevent  as  far  as  possible  one  man  from  lording 
it  over  another,  to  prevent  inequality  both  of  fortune 
and  position.  Not  only  in  a  co-operative  society  has 
no  one  man  pre-eminence  save  such  as  is  got  by 
a  temporary  holding  of  the  chairmanship  of  the 
directors,  or  the  governing  body  under  whatever  title 
it  rules,  but  there  is  no  opportunity  for  any  one  to 
make  a  fortune  otherwise  than  by  fraud.  The  clerk 
who  doles  out  the  sugar  and  invests  his  small 
savings  in  the  concern  must  remain  a  clerk  to  the 
end  of  his  days,  and  that  is  just  the  object  which 
radical  thought  considers  so  good.  The  production 
of  equality,  or  the  prevention  of  progress,  for  they 
are  really  interchangeable  terms.  By  differentiation 
growth  is  produced. 
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7.  Does  wealth  produce  inequality  or  equality  ?— This 
is  a  question  which  has  been  long  and  ably  discussed 
by  many  writers,  and  particularly  in  Mr.  George's 
recent  work  on  "  Progress  and  Poverty "  has  the 
former  been  assumed  to  be  produced,  and  for  that 
reason  condemned.  It  cannot,  however,  be  too 
strongly  insisted  on  that  inequality  is  the  cause  of 
progress.  That  progress  is  the  result  of  man's 
endeavour  to  obviate  an  acknowledged  inequality, 
and  therefore  the  more  fully  equality  is  produced  the 
more  nearly  do  we  move  towards  stagnation. 

But  is  there  really  more  equality  or  inequality? 
Mr.  George  tells  us  what,  of  course,  each  one  may 
see  for  himself,  that  in  rear  of  progress  comes 
poverty,  and  that  the  more  wealthy  a  nation  becomes 
the  more  necessary  are  benevolent  institutions. 
These  facts  are  so  obvious  and  so  fully  brought 
forward  and  urged  by  Mr.  George  that  it  is  needless 
to  dwell  upon  them.  There  is,  however,  another 
class  of  facts  more  obvious  than  the  above,  and 
therefore  more  ignored,  the  fact  of  the  great  pro- 
duction of  equality  by  means  of  a  middle  class. 
As  nations  progress  in  wealth  the  higher  and  lower 
classes  become  separated  by  an  ever-increasing  gulf, 
but  just  as  nature  is  said  to  abhor  a  vacuum,  so 
society  abhors  and  fills  up  this  gulf  with  an  ever- 
increasing  class  of  persons  who  are  neither  poor  nor 
rich,  persons  who,  being  seated  in  the  mean,  may 
be  regarded  really  as  the  possessors  of  all  the 
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benefits  increasing  wealth  procures  to  the  nation.  It 
is  these  persons  who  are  ultimately  becoming  the 
greatest  factors  and  the  guides  of  the  nation's 
destinies,  and  who,  while  absorbing  all  the  benefit, 
are  most  spiteful  to  the  upper  and  lower  classes 
of  society :  they  hate  the  rich  because  they  are 
rich,  and  they  despise  the  poor  because  they  are 
unsuccessful.  It  is  a  state  of  things  fraught  with 
danger  to  society,  for  nothing  tends  to  anarchy 
like  equality ;  where  all  are  equal  none  will  obey ; 
where  all  are  right  no  one  can  do  wrong.  Perhaps 
there  was  never  a  writer  who  more  thoroughly 
contradicts  himself  than  Mr.  George ;  he  says,  at 
Page  336  of  his  "  Progress  and  Poverty,"  speaking 
of  Italy  and  the  Roman  Empire,  "  Exhaustive 
agriculture  impoverished  the  soil,  and  wild  beasts 
supplanted  men  until  at  length  with  a  strength 
nurtured  in  equality  the  barbarians  broke  through, 
Rome  perished,  and  of  a  civilization  once  so  proud 
nothing  was  left  but  ruins,"  and  this  from  an 
apostle  of  equality ;  one  would  suppose  Mr.  George 
wishes  himself  back  among  the  barbarians  who, 
thanks  to  their  equality,  overthrew  a  civilization 
they  did  not  understand,  or  only  understood 
sufficiently  to  jealously  contemn.  The  barbarians 
perceived  their  inferiority,  and,  like  the  communist 
of  modern  days,  they  thought  a  violent  remedy 
would  cure  all  the  evil,  whereas,  it  only  resulted  in 
killing.  Inequality  is  a  means  to  an  end,  and, 
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therefore,  so  far  as  the  end  is  obtained,  is  beneficial 
assuming  the  end  a  good  one.  The  possession  by 
one  person  of  more  means  than  another  is  not  an 
evil  at  all,  for  it  is  that  which  causes  the  possessor 
of  the  smaller  means  to  endeavour  to  obtain  more. 

No  one  can  deplore  more  than  I  do  the  want 
and  misery  which  one  sees  around  us  in  any  large 
and  populous  city,  but  however  one  may  deplore  it 
the  means  of  obviating  it  are  very  difficult  to  find  ; 
in  the  first  place  every  man  who  studies  the  question 
has  a  different  idea  as  to  the  cause,  and,  therefore,  a 
different  idea  as  to  the  needful  remedy,  and  in  most 
cases  these  views  are  taken  up  on  a  partial  and 
inadequate  view  of  the  case ;  speaking,  of  course, 
generally,  it  will  be  found  that  the  cause  of  all  this 
evil  is  the  doctrine  of  the  survival  of  the  fittest,  or, 
viewed  from  the  positive  side,  a  want  of  progress  in 
mind  on  the  part  of  a  certain  proportion  of  the 
population  equivalent  to  the  average  progress  of 
the  rest  of  the  population.  It  is  unavoidable  that 
all  are  not  equal,  and  that  therefore  all  cannot 
progress  as  fast,  and  so  some  get  left  behind,  but 
this  can  hardly  be  urged  as  a  reason  for  stopping 
progress  by  the  production  of  equality.  The  fittest 
will  survive,  and  it  is  hard  that  they  should  be 
prevented  from  getting  the  results  of  their  superior 
ability  because  others  are  unable  to  obtain  equally 
good  results. 

There  is  no  system  of  communism  which  would 
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not  end  ultimately,  if  properly  carried  out,  in  man's 
extermination  from  the  earth,  for  the  object  of  each 
individual  would  be  to  do  as  little  as  possible.  All 
the  results  of  labour  being  doled  out  to  each  person 
in  proportion  to  his  need,  his  only  object  in  life 
would  be  just  exactly  what  all  economists  know  it 
to  be  now,  to  get  as  much  and  to  do  as  little  as 
is  possible.  It  may  be  argued  that  under  a  com- 
munism man's  nature  would  change  and  he  would 
take  as  little  and  do  as  much  as  possible,  but  we 
have  at  present  no  data  upon  which  to  found  any 
such  prediction,  and  inasmuch  therefore  as  we  must 
presume  human  nature  to  remain  what  it  is  at 
present,  or  with  but  a  slight  modification,  the  effect 
of  every  man  trying  to  do  as  little  as  he  could 
would  end  at  any  trying  season  in  a  bankruptcy 
and  starvation,  which  would  produce  revolution  and 
anarchy.  It  would,  perhaps,  be  possible,  by  setting 
one-half  of  the  workers  to  watch  the  other  half 
during  their  labour  to  compel  a  sufficiency  to  be 
produced,  but  seeing  that  under  the  present  system 
more  than  half  the  people  are  engaged  in  production, 
we  cannot  help  drawing  the  conclusion  that  a  grind- 
ing tyranny  would  result,  for  the  persons  labouring 
would  be  insufficient  to  produce  the  necessary 
quantity  of  commodities  for  even  a  moderate  state 
of  wealth  and  prosperity. 

Under  the  present  system  of  economy  every  man 
tries  to  do  as  little  and  to  get  as  much  as  he  can, 
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but  the  result  of  competition  as  applied  is  such  as  to 
compel  each  man  to  vie  with  his  neighbour  in  pro- 
ducing either  a  greater  quantity  or  a  better  quality, 
and  that  is  the  means  by  which  at  the  present  time 
production  exceeds  consumption.  The  egoism  of 
the  individual  is  counteracted  by  exchange,  and 
while  each  man  desires  to  get  as  much  and  do  as 
little  as  he  can,  competition  steps  in  and  overcomes 
him,  and  he  is  compelled  to  do  as  much  as  he 
possibly  can  if  he  desires  to  get  a  full  compensation 
for  his  labour. 

Take  away  the  competition  and  let  the  other  force 
operate  and  production  is  destroyed,  and  the  result 
of  man's  labour  abstracted,  saving  becomes  next 
door  to  impossible,  and  the  only  saving  becomes 
hoarding. 

As  we  have  pointed  out  above,  the  great  good 
obtained  under  the  present  system  is  the  progress  in 
altruistic  thought  and  action ;  it  is  now  chiefly  by 
benefiting  some  one  else  that  a  great  fortune 
becomes  a  possibility,  and  the  benefit  given  to  the 
community  returns  with  fourfold  effect  on  the  giver. 

8.  Of  wealth  in  relation  to  man's  happiness. — It  is,  of 
course,  the  current  supposition  that  wealth  is  happi- 
ness, or  that  with  wealth  happiness  is  increased,  and 
regarding  wealth  subjectively  it  would  seem  a  neces- 
sary corollary,  for  the  satisfaction  of  our  desires  is 
surely  all  we  want,  and  if  they  are  satisfied  we  must 
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be  happy;  yet  as  Shakespeare  says,  happiness  is 
best  attained  by  being  seated  in  the  mean — that  is, 
by  not  getting  all  our  desires  satisfied — and  why  is 
this  ?  It  is  strange,  but  true,  that  the  more  we  are 
satisfied  the  more  uneasy  we  get ;  always  restless, 
ever-moving,  man  no  sooner  gets  what  he  wants 
than  he  wants  something  more. 

Our  means  of  satisfaction  are  always  overtaking 
our  wants,  but  at  the  same  time  it  very  seldom 
happens  that  we  are  satisfied.  Now  in  this  matter 
of  satisfactions  there  is  a  limit,  but  uneasiness  is 
unlimited,  not  we  mean  simply  as  regards  its  increase 
but  as  regards  our  ability  to  satisfy  it ;  and  so  it 
happens  that  when  men  have  satisfied  their  wants 
they  ultimately  become  uneasy,  with  a  craving  for 
they  know  not  what,  which  they  are  consequently 
unable  to  satisfy,  and  as  Dr.  Watts  said,  then  perhaps 
"  Satan  finds  some  mischief  still  for  idle  hands  to  do." 

If  a  man  is  seated  in  the  mean  his  uneasiness  is 
capable  of  being  satisfied  by  means  which  he  is 
perhaps  able  to  obtain  with  some  little  trouble,  and 
it  depends  upon  the  quantity  or  force  of  uneasiness 
whether  he  will  take  the  trouble,  whereas  as  he 
gets  on  in  life  his  wants  get  harder  to  satisfy  in 
consequence  of  their  increasing  indefiniteness,  and 
it  is  this  which  causes  the  trouble.  As  long  as  a 
man's  desires  are  definite  he  can  aim  directly  at 
obviating  the  uneasiness  that  causes  them,  but  there 
comes  a  time  of  increasing  restlessness  consequent 
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upon  increasing  indefiniteness  in  desire,  and  then 
man  cannot  satisfy  his  wants. 

Not  only,  however,  is  wealth  regarded  as 
happiness  or  productive  of  it,  but  it  cannot  be 
denied  that  labour  or  the  means  of  obtaining  satis- 
faction is  also  productive  of  happiness ;  and  it  is 
this  which  seems  to  puzzle  the  idealist,  for  the 
labour  given  in  obtaining  wealth  is  an  element 
in  the  happiness ;  not  only  is  the  satisfaction 
happiness,  but  the  means  of  procuring  that  satisfac- 
tion is  happiness,  and  therefore  when  economists 
tell  us  that  because  men  strive  to  satisfy  their  wants 
with  the  least  labour,  therefore  the  least  labour  is 
the  most  beneficial,  they,  are  propounding  a  most 
erroneous  conclusion,  that  is  to  say,  an  ideally  true 
and  therefore  ideally  false  conclusion. 

The  fact  that  men  take  the  easiest  way  is  no  proof 
whatever  that  they  think  most  happiness  is  thereby 
attained,  and  if  men  were  separated  it  would  be 
found  that  what  I  say  is  true,  that  labour  is  an 
ingredient  in  happiness ;  but  because  men  compete, 
and  when  in  competition  appear  to  show  a  desire 
to  get  rid  of  the  effects  of  competition  upon 
themselves,  therefore  writers  are  apt  to  suppose  the 
least  labour  the  most  beneficial,  for  man  always 
seems  to  be  striving  to  give  the  least  labour,  but 
the  objects  simply  are  not  wealth,  and  therefore  the 
possession  of  most  objects  is  not  necessarily  the 
greatest  wealth. 
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Taking  the  price  of  articles,  for  instance,  as  their 
monetary  estimation,  as  wealth,  or  the  power  they 
have  to  produce  it,  it  will  be  found  that  the  greater 
portion  of  the  price  goes  to  remunerate  labour,  and 
not  in  capital  and  rent,  and  this  proves  that  the 
greater  part  of  wealth,  is  labour,  for  the  remuneration 
given  to  the  appropriate  natural  agents  is  the  smaller 
of  the  two  portions.  Regarding  wealth  as  the 
satisfaction  of  the  buyer,  it  will  be  obvious  that  the 
price  he  paid  represents  his  happiness  in  possession 
or  he  would  not  have  paid  it ;  while  regarding  wealth 
satisfaction  to  producers,  it  is  found  that  the  majority 
of  the  return  represents  the  happiness  of  the  pro- 
ducers. So  that  whatever  view  you  take  of  wealth, 
the  matter  should  be  considered  in  relation  to 
happiness,  or  the  greatest  good  of  the  greatest 
number;  therefore  the  argument  that  the  least 
labour  is  the  greatest  happiness  is  untrue,  or,  to 
say  the  least  of  it,  erroneous. 
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CHAPTER  II. 

THE  REAL. 

i.  Of  the  cause  which  induces  consumption. — It  has 
often  been  remarked  of  drunkenness  that  it  is  merely 
the  result  of  a  craving  for  the  immaterial,  that  the 
feelings  which  induce  a  man  to  get  drunk  are  those 
which  seem  to  bring  him  nearer  to  the  elysian  fields, 
and  is  it  not  the  case  with  wealth  also  ?  Can  any 
one  assign  another  reason  why  we  should  generally 
prefer  those  things,  the  utility  of  which  gets  less 
with  their  costliness  ;  why,  for  instance,  do  we  prefer 
a  gold  watch  to  a  silver  one,  or  a  jewelled  cane  to  a 
sixpenny  vine  stick  ?  In  point  of  mere  utility  the 
former  is  in  most  cases  inferior  to  the  latter,  but 
still  the  one  is  preferred  for  a  seemingly  inexplicable 
reason. 

There  are  no  doubt  many  instances  in  which  the 
preference  is  given  in  consequence  of  mere  utility ; 
but  even  in  these  cases,  when  we  consider  Locke's 
words  concerning  uneasiness,  we  shall  see  that,  after 
all,  there  is  a  sense  of  the  immaterial  present  which 
causes  us  to  move,  the  immateriality  is  subjective 
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instead  of  objective.  When  Locke  says,  "  convince  a 
man  never  so  much  that  the  handsome  conveniences 
of  life  are  better  than  nasty  penury,  yet  unless  he  is 
made  uneasy  his  will  moves  not,"  he  in  effect  tells  us 
that  mere  immateriality,  if  I  may  be  allowed  to  call 
it  so,  in  the  thing,  is  no  use  in  respect  of  its  power 
in  moving  the  will  of  man ;  it  is  necessary  that  you 
make  him  uneasy  or  give  him  a  sense  of  his  want  of 
immateriality,  a  feeling  that  he  is  without  a  some- 
thing which,  had  he  got,  would  bring  him  nearer  to 
the  ideal  happiness  at  which  all,  save  the  stoics  and 
the  atheist's,  aim.  It  seems  therefore  to  us  that  it  is 
this  sense  of  a  world  beyond  the  grave,  of  a  time 
when  uneasiness  will  be  no  more,  that  causes  man 
to  labour  and  to  wait  for  a  happiness  which  is  a 
precursor  of  the  better  land  for  which  he  hopes. 

It  is  very  hard  indeed  to  say  why,  for  instance, 
fashions  change,  or  what  good  any  one  procures  by 
the  change  save  the  trades  affected  by  it.  The 
benefits  that  accrue  to  the  traders  are  obvious,  for  it 
enables  them  to  get  higher  profits  on  the  ground  of 
uncertainty,  than  which  nothing  more  fully  stimulates 
business,  as  may  be  instanced  in  the  gold  mines,  for 
directly  gold-mining  becomes  a  certain  source  of 
profit  the  profits  procured  by  it  as  a  business 
diminish.  Life  is  stimulated  by  gambling,  whether 
at  a  roulette  table  on  the  stock  exchange,  or  in  the 
more  stable  walks  of  trade  ;  and  although  it  is  con- 
sidered so  reprehensible,  yet  it  has  its  beneficial 
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effects,  though  they  may  be  outweighed  by  the  evil 
ones. 

The  common  explanation  of  the  cause  of  con- 
sumption, of  course,  is  convenience.  So-and-so  is 
said  to  be  much  better.  A  large  house  is  preferable 
to  a  small  one,  a  private  carriage  to  the  compulsory 
use  of  a  public  one ;  but  after  all  the  question  forces 
itself  upon  us,  why  is  it  so  ?  Supposing  two  houses 
of  equal  size.  Why  do  we  pay  higher  for  one  in  a 
fashionable  neighbourhood  in  preference  to  one 
more  conveniently  situate  ?  Why  do  we  wear  gold 
watches  when  silver  ones  are  cheaper  and  stronger 
and  just  as  useful ;  is  it  not  for  the  reason  given 
above,  because  of  a  fancied  more  than  a  real  benefit  ; 
is  not  there  a  sort  of  satisfaction  in  spending,  even 
though  the  spending  be  objectless  or  approximately  so? 

However  much  economists  may  prefer  utility, 
human  nature  will  not  agree  with  them.  Utility  is 
undoubtedly  an  object,  but  by  no  means  the  greater 
or  more  powerful  motor  power  in  causing  the  con- 
sumption of  commodities,  which  is  wealth,  pleasure, 
and  happiness.  Bodily  satisfactions  are  immaterial, 
and  the  causes  which  induce  a  higher  style  of  living 
— better  food,  clothes,  and  houses— seem  necessarily 
to  partake  of  the  immateriality  of  that  body,  to 
which  they  stand  related. 

2.  Of  the  categories  of  consumption. — Earlier  on  in 
this  book  I  have  on  several  occasions  referred  to  the 
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categories  of  consumption  and  exchange  as  one  of 
the  most  potent  factors  in  economy.  I  have  now  to 
explain  the  process  by  which  I  have  arrived  at  the 
idea,  so  as  more  clearly  to  show  what  this  idea  is. 

Now  I  took  care  at  the  outset  to  inflict  on  the  reader 
a  preface,  and  I  told  him  that  I  was  not  an  econo- 
mist but  a  philosopher,  and  that  this  book  is  merely 
my  exposition  of  my  philosophical  views,  which 
views,  so  far  as  I  am  able  to  judge  of  Hegel  from  Dr. 
Ubergvig's  "  History  of  Philosophy,"  coincide  with 
those  of  Hegel,  though  I  have  never  read  Hegel's 
works.  Now  I  state  this  because  my  reason  for 
asserting  that  there  are  categories  of  exchange  lies 
wholly  in  my  philosophical  view  of  the  matter.  It 
will  readily  be  admitted  by  the  most  ignorant  reader 
that  food  is  a  category,  or  class  of  things  consumed, 
but  the  reader  will  not  see  anything  much  in  that. 
The  point  is,  that  given  a  category,  then,  as  an 
abstract,  general  rise  or  fall  in  values  is  impossible; 
if  wheat  falls  in  price  meat  rises,  and  so  on.  That,  in 
a  word,  a  tax  on  one  of  our  food  supplies  is  merely  a 
device  for  getting  our  other  food  supplies  cheap. 

The  merest  tyro  will  see  the  importance  to 
economy  of  this,  and  I  will,  consquently,  endeavour 
to  explain  how  I  arrived  at  this  conclusion. 

Wealth  is  an  abstract  general  idea.  Abstract 
general  ideas  are  those  which  are  attained  by  grasp- 
ing the  manifold  of  the  intuition  in  the  unity  of 
apprehension.  To  illustrate,  triangle  is  an  abstract 
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general  idea  and  is  obtained  by  grasping  mentally  the 
manifold  of  the  intuition,  that  is  to  say,  the  various 
sorts  or  kinds  of  triangles,  the  different  things  called 
triangles  together,  all  together,  taken  together.  A 
wealthy  person  is  a  man  who  has  a  great  number  of 
things  called  commodities  considered  together  or 
taken  in  bulk. 

So  far  all  is  simple  and  not  difficult  to  understand. 

Now  exchange,  which  is  of  great  importance  to 
wealth,  depends  upon  the  possession  by  two  persons 
of  two  objects,  and  therefore  it  stands  to  reason  that 
the  process  by  which  wealth  by  exchange  is  obtained 
must  be  the  precise  opposite  of  the  idea  wealth. 

To  get  the  idea  wealth  you  must  grasp  the  mani- 
fold as  a  unity ;  to  get  the  idea  wealth  by  exchange 
you  must  expand  the  unity  into  a  manifold.  The  idea 
wealth  can  only  possibly  be  conceived,  by  a  mind,  an 
individual  mind,  but  to  wealth  by  exchange  two  minds 
are  subservient,  and  if  so,  and  wealth  is  to  remain 
an  idea,  it  must  be  an  idea  outside  both  minds,  and 
you  can  only  place  it  there  by  summing  up  the  results 
of  both  minds  separately  considered,  consider  both 
minds  as  one  and  you  are  idealizing  transcendentally. 

The  art  of  considering  wealth  by  exchange,  then, 
consists  in  expanding  the  unity  into  a  manifold. 

The  next  thing  is  to  understand  the  word  value 
Value  is  an  idea  of  the  relation  of  object  to  subject. 
Value,  therefore,  will  give  the  key  to  the  mode  of 
considering  the  unity  as  a  manifold. 
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If,  then,  you  will  look  at  the  arguments  of  Mill, 
Fawcett,  or  Ricardo,  you  will  see  a  great  deal  is 
devoted  to  what  they  call  the  question  of  a  general 
rise  or  fall  in  values,  meaning  thereby,  an  abstract 
or  transcendentally  ideal  rise  or  fall  in  value.  They 
consider  the  effect,  for  instance,  of  the  alteration  in 
price  of  tea  as  affecting  our  power  of  buying  corn 
with  it,  and,  in  so  considering  the  matter,  they  are 
simply  putting  value  outside  the  transaction. 

The  idea  is  demonstrating  itself  as  thought, 
directly  simultaneous  with  itself,  yet  beside  it. 

The  value  they  are  discussing  is  an  idea,  an  image, 
a  something  impalpable.  They  are  grasping  the 
manifold  as  a  unity  with  the  result  of  producing 
an  abstract  idea,  thus  proving  for  him  the  truth 
of  Kant's  view  of  abstraction.  By  grasping  both 
ends  of  the  see- saw  they  have  produced  an  idea, 
an  image,  but  not  a  reality. 

If,  then,  that  is  the  way  to  produce  an  abstraction, 
and  if  wealth  by  exchange  is  the  turning  of  the 
abstract  into  the  concrete,  it  follows  from  the  fact  that 
an  abstract  general  rise  or  fall  in  values  is  impossible, 
that  as  regards  those  things  which  exchange  for  one 
another,  a  rise  in  the  value  of  one  must  be  accom- 
panied by  a  fall  in  the  value  of  the  other. 

But  it  will  be  said  to  me  it  does  not  follow  that 
wheat  will  of  necessity  exchange  for  meat.  We 
give  America  cotton  goods  for  wheat,  certainly  not 
meat.  For  a  long  time  after  I  had  thought  out  the 
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idea,  this  view  staggered  me,  I  failed  to  see  why 
exchange  goes  in  categories,  and  that  food  is  a 
category,  and  I  do  not  feel  quite  sure  that  I  have 
got  hold  of  the  true  reason  yet ;  but  I  am  convinced 
that  it  is  so  until  very  cogent  arguments  are  brought 
forward  against  it. 

The  chief  reason  seems  to  be  that  wealth  is  an 
abstraction,  it  is  only  from  those  things  which  have 
a  similarity  that  an  abstraction  or  abstract  idea  can 
properly  be  drawn.  You  cannot  get  an  abstract 
idea  by  grasping  horses  and  triangles  together,  there 
must  exist  a  similarity. 

Value  is  an  abstraction ;  it  is  as  I  have  said,  an 
idea  of  relativity  of  object  to  subject,  consequently, 
to  truly  abstract  all  objects  must  be  similarly  related 
to  the  subject;  you  cannot  abstract  from  things 
differently  related,  therefore  Professor  Fawcett,  for 
instance,  was  in  error  in  stating  that  a  sack  of  wheat 
has  some  particular  value  in  regard  to  every  com- 
modity for  which  it  can  be  exchanged,  he  should 
have  said,  not  every  commodity,  but  every  com- 
modity in  the  same  category  or  state  of  relativity 
to  man  and  his  wants. 

By  a  category  of  consumption,  then,  must  be 
understood  a  class  of  commodities  bearing  a  similar, 
though  not  identical,  relation  to  the  consumer. 

Of  the  categories,  there  may  be  many  or  few, 
but  some  there  are,  which  are  well  known,  and  I 
have  only  to  mention  food  and  clothing,  board  and 
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lodging,  to  enable  the  reader  to  see  what  a  category 
is.  Trust  securities  is  a  category,  made  such  by 
Act  of  Parliament.  To  many  the  reason  and  effect 
of  an  alteration  in  the  value  of  one  class  of  trust 
securities  may  be  admittedly  the  true  and  logical 
consequence  of  the  Act  of  Parliament ;  but  no  Act 
of  Parliament  is  necessary  to  enable  people  to 
abstract,  and  although  the  bounds  of  abstraction 
may  be  unseen,  yet  they  are  equally  powerful, 
although  not  printed  in  an  Act  of  Parliament,  or 
registered  in  the  archives  of  consumers,  but  only 
dependent  upon  the  stomachs  or  desires  of  consumers. 

To  suppose,  then,  that  the  unseen  works  upon 
and  is  visible  in  the  seen,  is  doubtless  to  many  an 
abstruse  and  not-to-be-believed  idea.  Seeing  is 
believing,  and  in  an  age  of  positivism  no  statement 
can  be  true  that  is  not  proved  by  statistics,  but  when 
once  the  reader  understands  the  writer  he  will  see 
how  valueless  statistics  are,  for  anyone  grasping  the 
subject  can  evolve  statistics  to  prove  his  case.  I  had 
at  one  time  thought  of  apologizing  for  not  proving 
my  case  by  them;  but  in  the  first  place  I  consider 
them  valueless,  save  for  illustration  ;  they  show  more 
clearly  how  an  author  or  writer  thinks,  but  they  prove 
nothing;  and  in  the  second,  the  statistics  obtain- 
able in  this  country  are  not  such  as  would  serve  my 
purpose  completely. 

Statistics  for  my  purpose  must  be  statistics  oi 
time,  quantity,  and  quality,  and  not  only  so,  but 
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they  must  be  internal  as  well  as  external.  It  is 
customary,  for  instance,  to  produce  statistics  of 
imports  and  exports  to  prove  a  nation's  wealth,  when 
they  may  prove  nothing  at  all  in  respect  of  it.  A 
nation  may  be  wealthy  without  an  export,  and  poor 
without  an  import,  just  as  a  man  may  be  poor  without 
buying  or  rich  without  selling.  The  statistics  of  this 
country's  external  trade  by  themselves  are  utterly 
useless  to  show  any  increase  or  decrease  of  wealth. 
For  instance,  to  show  that,  statistics  should  be  given 
to  show  the  increase  or  decrease  of  internal  trade, 
and  statistics  of  quantity  as  well  as  quality  or  price 
must  be  furnished.  To  show,  for  instance,  that  Free 
Trade  has  benefited  England  would  require  some 
such  statistics  as  follows  : — Number  of  people  when 
Free  Trade  introduced  and  now ;  total  quantity  of 
food  supplies  then  and  now,  to  show  how  much  there 
was  per  head.  Then,  food  being  classed  as  bread- 
stuffs,  meat,  vegetables,  and  so  on,  quantity  of  each, 
together  with  the  average  wages  of  labour  then  and 
now.  To  work  the  matter  out  properly  would 
require  a  vast  amount  of  statistics  and  a  careful 
treatment.  The  average  statistics  relied  on  as  proof 
of  increase  in  wealth  are  utterly  inadequate  for  the 
purpose,  and  I  have  therefore  had  nothing  to  do 
with  them. 

To  go  back  to  what  I  have  said  as  to  categories 
and  Professor  Fawcett,  doubtless  I  shall  be  accused 
of  misinterpreting  the  Professor,  who  distinctly 
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states  that  value  and  price  are  not  identical.  That 
although  an  abstract  general  rise  in  value  is  impos- 
sible, yet  it  is  possible  in  the  case  of  price.  To 
argue  this  out  here  would  be  only  to  go  over  all  the 
ground  covered  by  those  sections  concerning  the 
ideal  and  the  real  in  exchange  dealing  with  value  and 
price.  It  must  be  understood  that  I  am  not  wishing 
to  argue  the  matter  at  all,  but  merely  to  put  my 
philosophical  views.  They  may  be  right  or  they 
may  be  wrong,  I  am  merely  explaining  them,  and  in 
doing  so  placing  the  Professor's  views  in  the  place 
where,  according  to  my  views,  they  should  be. 

One  word  to  my  philosophical  reader.  The  con- 
tradiction which  Professor  Fawcett  asserts  to  exist 
between  the  general  and  the  particular  exists  really 
between  the  abstract  and  the  concrete,  between,  for 
instance,  arguments  based  upon  the  statement  that 
an  abstract  general  rise  in  value  is  impossible,  and  a 
statement  that  a  rise  in  value  is  possible.  Now  the 
reader  will  see  that  taking  the  real  view  of  value  and 
price  I  have  said  that  they  are  identical,  and  that  a 
rise  in  value  is  the  abstract  statement  that  there  is  a 
rise  in  price. 

It  will,  consequently,  be  seen  that  I  am  apparently 
contradicting  myself,  for  I  say  an  abstract  general 
rise  in  value  is  impossible,  yet  that  a  rise  in  value  is 
an  abstract  idea,  and  that  it  is  possible. 

This,  then,  is  the  key-stone  of  the  system  which 
it  is  my  object  to  explain,  the  difference  between 
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the  abstract  general  and  the  abstract  particular. 
Particulars  and  generalities  must  agree,  the  abstract 
and  the  concrete  are  opposite,  but  the  abstract 
general  and  the  abstract  particular  contain  similarity 
in  difference,  and  the  similarity  dominates  the 
difference.  For  instance,  the  value  or  price  of  corn 
may  and  does  fluctuate,  the  value  or  price  of  all  known 
commodities  may  and  does  fluctuate,  the  value  or  price 
of  food  cannot  fluctuate.  I  use  the  word  food  in  the 
place  of  corn  in  order  to  abstract  the  mind  from  a 
particular  case,  food  is  undefined,  but  the  value  or  price 
of  some  food  may  fall,  and  if  it  does  so  the  value  or 
price  of  some  other  food  must  inevitably  rise,  or  an 
abstract  general  view  of  value,  that,  for  instance, 
taken  by  Mill,  Fawcett,  and  Ricardo  is  inconceivable, 
but  Mill,  Fawcett,  and  Ricardo  have  conceived  it,  and  I 
have  conceived  it,  therefore  it  is  possible,  and  if  it  be 
possible,  then  a  fall  in  the  price  of  bread  is  accom- 
panied by  a  rise  in  the  price  of  meat,  or  logic  is  not  logic. 

If  the  reader  wishes  to  see  what  sort  of  idea  value 
is,  he  will  find  a  description  of  it  in  Book  II.,  chapter 
xxiii.,  sec.  9,  of  Locke  on  the  "Human  Understanding." 
The  third  sort  of  idea  of  substance,  namely,  relativity. 

One  word  more  concerning  categories  of  consump- 
tion. It  is  seen  that  mankind  has  formed  an  idea  of 
this  sort  without  any  knowledge  of  Political  Economy. 
Long  before  Adam  Smith  wrote  on  the  subject  the 
idea  was  known  and  used,  it  will  therefore  be  as  well 
to  give  a  reason  other  than  a  purely  philosophical  one 
for  thinking  that  philosophy  is  true. 
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The  reason,  then,  why  there  are  categories  and 
why  therefore  an  abstract  general  rise  in  value  is 
impossible,  is  to  be  found  only  in  the  desire  of  man 
for  food  or  the  category  in  question.  People  desire 
to  live,  and  this  desire  is  universal  and  always 
operating,  and  no  legislation,  no  tax,  or  anything 
else,  has  any  possible  power  to  alter  it,  you  cannot 
make  a  man  less  desirous  for  food  by  taxing  it,  and 
no  amount  of  taxes  will  alter  his  desire,  though  they 
may,  and  undoubtedly  do,  make  him  transfer  his 
desire  from  food  of  one  kind  to  food  of  another  kind, 
but  the  desire,  abstractedly  considered,  will  remain 
constant.  More  than  this  cannot  definitely  be  said 
concerning  the  reason  why  there  are  categories  of 
consumption  or  exchange,  the  idea  is  abstract  and 
must  remain  and  be  treated  as  such,  and  no  absolute 
material  proof  can  be  obtained,  though,  of  course, 
statistics  might  be  got  to  illustrate  it. 

In  such  a  category  as  trust  securities  it  is  both 
easy  to  see  and  not  difficult  to  appreciate  the  working. 
A  certain  amount  of  capital  has  to  be  invested  in  a 
given  definite  class  of  securities,  and  if,  therefore,  the 
investment  is  forced  out  of  any  given  channel,  it  must, 
by  the  nature  of  things,  go  somewhere  else,  and  it 
goes  into  other  channels  of  similar  character.  As 
Government  stock  falls  so  railway  debentures  rise  in 
price.  Is  it,  then,  less  easy  to  see  that  in  such  a 
category  as  food,  for  instance,  a  given  definite  amount 
has  to  be  spent  in  getting  food,  and  that  consequently 
as  one  class  of  food  rises  in  price  so  the  other  falls. 
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Is  not  the  limitation  on  the  total  quantity  of  food 
consumed  much  greater  and  less  capable  of  being 
increased  or  diminished  than  the  limitation  on  the 
amount  of  money  put  into  settlement  ?  The  limit  of 
food  a  man  can  eat  or  does  eat  is  much  more  confined 
than  the  amount  he  can  settle  or  put  in  trust  for 
others,  and  if  this  is  true  of  the  individual,  it  is  true 
also  of  the  State  or  all  men  taken  together,  and  limit 
of  consumption  is  the  cause  of  the  alteration  in  the 
rise  and  fall  of  prices.  It  is  because  a  definite  amount 
of  food  has  to  be  consumed  that  a  rise  in  the  price 
of  one  article  is  accompanied  by  a  fall  in  the  price 
of  others. 

3.  Consumption  reproduces  itself. — No  doubt  many  of 
our  remarks  will  be  considered  common-place  and 
obvious,  and  this  proposition  not  the  least  obvious 
of  them.  Wealth  and  happiness  are  procured  more 
in  society  than  apart ;  and  just  as  the  meeting  of 
friends  is  a  cause  of  happiness,  so  the  meeting  of 
consumers  is  a  cause  of  consumption. 

In  no  case  is  consumption  so  slow  and  progress  so 
small  as  among  isolated  communities,  and  Robinson 
Crusoe  is  an  instance  in  point,  though  perhaps  not 
a  good  one,  because  overdone  and  exaggerated. 
The  country  districts  of  Russia  may  be  opposed  to 
Paris  or  London  to  seethe  effect  of  aggregation  upon 
wealth,  not  only  in  increasing  consumption  but  in 
increasing  production.  It  will  always  be  found  that 
at  any  great  commercial  centre  the  consumption  is 
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increased  in  volume  and  rapidity,  and  the  more  it  is 
increased  the  more  man  benefits ;  and  therefore,  as 
Professor  Hearn  has  pointed  out  on  page  20  of  his 
"  Plutology,"  the  ascetic  doctrine  in  relation  to  man's 
wants  is  both  erroneous  and  absurd.  It  is  con- 
sumption at  which  we  aim,  which  is  wealth,  and 
therefore  to  keep  down  consumption  is  to  abolish 
wealth,  civilization,  and  progress.  The  increasing 
consumption  consequent  upon  the  aggregation  of 
population  is  just  that  which  causes  human  progress 
— which  stimulates  man  to  try  and  satisfy  his  wants 
and  to  increase  their  number,  that  both  by  satisfy- 
ing and  by  procuring  their  satisfaction  he  may  get 
wealth,  and  improve  his  mental  and  bodily  condition. 

Professor  Hearn  also  remarks,  on  page  22  of  his 
"  Plutology" : — "The  question  is  not  whether  a  given 
object  be  conducive  to  our  well-being,  but  simply 
whether  it  be  enjoyable."  This  is  certainly,  I 
think,  the  great  object  of  all  economy,  if  wants  are 
productive  of  enjoyment  by  satisfaction,  that  is  all 
a  political  economist  need  to  inquire ;  and  the  fact 
that  by  aggregation  enjoyment  is  increased,  and  as 
is  shown  by  a  consideration  of  the  States  of  different 
countries,  that  wants  are  increased  too,  then  that  is  a 
fact  worth  consideration  in  any  treatise  on  economy. 

This  increase  or  stimulation  of  our  wants  is  the 
action  which  is  so  deserving  of  consideration.  It  is 
as  people  have  remarked  upon  the  Lord  Mayor's 
Show,  not  the  effect  of  the  procession  upon  the 
Lord  Mayor,  but  upon  the  humble  apprentice,  that 
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constitutes  the  good  effects  of  that  pageant ;  and 
similarly  in  Political  Economy.  It  is  not  merely  the 
satisfaction  which  one  person  procures  by  labouring 
to  obtain  any  given  commodity,  but  the  effect  of  the 
gratification  upon  his  neighbour  which  is  so  all- 
important  in  the  science.  Individual  benefits  are  of 
course  to  be  considered,  but  in  relation  to  the 
science  of  politics  or  Political  Economy,  the  other- 
ness of  the  benefit  is  the  greater  consideration. 

Politics  may  be  roughly  defined  as  the  science  of 
otherness,  the  science  which  treats  of  human  actions 
from  the  point  of  view  of  the  others  who  are 
benefited  and  injured  thereby.  Politically,  theft 
is  a  great  evil,  and  why?  The  person  who  steals 
gets  a  benefit  which  compensates  for  the  injury 
he  must  be  supposed  to  produce  on  the  person 
whose  goods  he  takes ;  therefore,  if  one  is  benefited 
equally  to  the  injury  of  the  other,  where  is  the  evil  ? 
The  evil  is  in  the  effect  produced  by  the  action 
upon  others.  The  science  of  politics  virtually  is 
found  upon  the  schoolboy's  argument — "  those  that 
ask,  shan't  have."  When  the  injured  person  goes  to 
the  State  and  asks  for  redress,  the  State,  in  granting 
or  refusing,  should  not  consider  the  person  asking 
otherwise  than  from  a  secondary  point  of  view.  It 
is  the  primary  object  to  find  out  if  the  redress  will 
benefit  or  injure,  not  the  petitioner,  but  the  other 
persons  in  the  community ;  and  it  should  found  its 
decision  upon  the  regard  it  pays  to  them  and  not  to 
the  petitioner. 
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Where  the  ascetic  economists  to  keep  their  objects 
fully  and  always  in  view,  and  to  be  consistent,  their 
great  object  should  be  to  isolate  man  and  so  retard 
consumption,  to  place  individuals  in  such  a  position 
that  the  gratification  procured  by  A  might  not 
influence  B  in  causing  him  to  desire  a  like  gratifica- 
tion; and  this  consideration  is  quite  sufficient  to 
show  the  absurdity  of  any  system  which  hopes  to 
stimulate  wealth  by  keeping  down  consumption, 
which  argues  that  the  less  we  want,  the  more 
we  shall  labour,  not  to  satisfy  our  wants,  but  for 
the  amusement  of  producing  objects  which,  when 
produced,  must  be  useless. 

4.  Reproductivity  varies  inversely  as  necessity  or 
utility. — This  statement  may  at  first  sight  seem 
ridiculous,  at  a  second  sight  be  productive  of  oppo- 
sition in  the  reader's  mind,  but  at  the  same  time  I 
think  it  to  be  both  true  and  important  as  showing 
the  reason  why  those  economists  who  believe  in 
the  ascetic  doctrine  act  wisely,  while  those  who,  like 
Professor  Hearn  and  ourselves,  believe  that  as  con- 
sumption is  the  object  with  which  we  labour,  and 
as  consumption  is  or  must  be  acknowledged  from 
our  view  to  be  a  good,  therefore,  he  who  aims  at  its 
stimulation  works  for  the  benefit  of  his  kind,  though 
possibly  not  for  his  own  benefit ;  that  the  spendthrift 
benefits  others,  by  increasing  not  his  own  but  some 
one  else's  credit,  and  therefore  from  the  politician's 
view  is  conferring  a  benefit  upon  society. 
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In  the  first  place,  some  explanation  is  essential  of 
the  word  necessity — for  unless  the  reader  under- 
stands what  an  author  means  by  his  words,  he 
cannot  understand  the  meaning  of  the  proposition. 
Many  meanings  may  possibly  be  given  to  the  word 
necessary;  but  by  it  we  mean  that  secondary  quality  in 
a  thing  which  renders  its  abstraction  extremely  painful. 

To  further  explain.  There  are  no  wants  save 
that  for  food,  which  are  absolutely  necessary  for 
man's  existence  on  earth.  The  majority  of  the 
things  we  want  are  merely  superfluities  as  regards 
our  power  of  existence ;  but  in  proportion  as  a 
man,  after  rising  in  position  in  society,  attains  to  a 
certain  fixed  level,  then  those  wants,  the  satisfaction 
of  which  was  before  regarded  by  him  as  of  no  great 
importance,  or  by  no  means  necessary,  becomes  very 
essential  to  his  happiness,  and  the  abstraction  of 
those  satisfactions  causes  him  a  great  deal  of  pain 
and  annoyance,  which  he  would  not  have  felt  had 
he  still  remained  at  the  same  level  in  society  from 
which  he  set  out.  So  that  the  degree  of  necessity 
rises  in  society,  and  the  necessaries  of  one  man  are 
not  the  necessaries  of  another — a  fact  so  obvious  as 
to  have  received  legal  recognition. 

But  now  take  the  question  of  reproductivity.  We 
have  said  that  the  cause  of  consumption  was  a 
craving  after  the  immaterial,  and  this  leads  us  to 
the  conclusion  that  the  more  useless  or  unnecessary 
a  thing  is  the  more  it  represents  the  power  which 
causes  consumption,  namely,  immateriality.  Take, 
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for  instance,  the  desire  for  gold  and  jewels,  neither 
of  which  are  of  any  great  utility.  There  are,  of 
course,  a  few  things  for  which  gold  is  of  utility;  but 
compared  to  iron,  lead,  or  copper,  its  utility  is  of 
the  smallest.  Who  would,  even  if  he  could,  make 
a  steam  engine  of  gold,  if  gold  were  cheaper  than 
iron  ;  or  who  would  build  ships  of  it,  or  make  it 
into  fireirons  ?  No  one.  So  that  its  utility  must 
be  regarded  as  virtually  nil.  There  is,  however,  in 
gold  just  this  immateriality  which,  combined  with 
its  scarcity,  renders  it  much  desired  by  man,  so  that 
the  possession  of  it  will  cause  a  great  deal  more 
desire  in  other  persons  than  iron,  tin,  or  copper. 

In  consequence,  then,  of  this  craving  after  the 
immaterial,  the  more  a  thing  becomes  of  use  mate- 
rially, the  less  is  it  productive  of  desire  ;  the  more 
you  render  a  thing  of  use,  the  less  regard  is  paid  to 
it  by  man,  who  is  always  craving  for  more. 

But  utility  and  necessity  go  hand-in-hand.  It  is 
necessity  which  renders  a  thing  useful.  A  certain 
state  of  society  has  rendered  rapid  travelling  neces- 
sary, and  therefore  useful.  If  it  became  unnecessary 
to  travel,  then  we  should  regard  it  as  a  mere  super- 
fluity, and  not  therefore  useful.  Things  pass  into  the 
domain  of  use,  and  are  forgotten  almost  by  consumers 
until  they  are  abstracted,  and  the  slightest  abstraction 
causes  uneasiness,  and  uneasiness  effective  demand. 

Inasmuch,  then,  as  the  number  of  things  consumed 
is  limited,  and  as  the  immateriality  represented  by 
them  is  the  cause  of  their  being  reproductive  of 
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desire,  so  the  more  necessary  or  material  those 
things  become  to  man,  the  more  their  power  of 
reproducing  desire  ceases. 

The  above  is  a  most  important  biologic  law 
transferred  into  Political  Economy,  and  it  will 
therefore,  perhaps,  not  seem  much  out  of  place  if 
we  just  refer  to  others  whose  writings  bear  out 
biologically  a  law  recognized  by  the  public  in 
economics. 

Mr.  Doubleday  was  the  first,  or  one  of  the  first, 
we  believe,  to  point  out  this  law  of  inverse  repro- 
ductivity,  and,  of  course,  got  duly  laughed  at  for 
his  pains  by  many  people.  On  page  5  of  the  third 
edition  of  his  "  True  Law  of  Population,"  he 
writes: — "The  great  general  law,  then,  which  as  it 
seems  really  regulates  the  increase  or  decrease,  both 
of  vegetable  and  animal  life,  is  this — that  whenever 
a  species  or  genus  is  endangered,  a  corresponding 
effort  is  invariably  made  by  nature  for  its  preserva- 
tion and  continuance  by  an  increase  of  fecundity  or 
fertility,  and  that  this  especially  takes  place  when- 
ever such  danger  arises  from  a  diminution  of  proper 
nourishment  or  food,  so  that  consequently  the  state 
of  depletion,  or  the  deplethoric  state,  is  favourable 
to  fertility  in  the  ratio  of  the  intensity  of  each  state, 
and  this  probably  throughout  nature  universally, 
in  the  vegetable  as  well  as  the  animal  world ;  further, 
that  as  applied  to  mankind,  this  law  produces  the 
following  consequences,  and  acts  thus  : — 

"  There  is  in  all  societies  a  constant  increase  going 
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on  amongst  that  portion  of  it  which  is  the  worst 
supplied  with  food,  in  short,  amongst  the  poorest. 

"  Amongst  those  in  a  state  of  affluence  and  well 
supplied  with  food  and  luxuries,  a  constant  decrease 
goes  on.  Amongst  those  that  form  the  mean  or 
medium  between  those  two  opposite  states— that  is 
to  say,  among  those  who  are  tolerably  well  supplied 
with  good  food,  and  not  overworked  nor  yet  idle — 
population  is  stationary.  Hence  it  is  upon  the 
numerical  proportion  which  these  three  states  bear 
to  each  other  in  any  society  that  increase  or  decrease 
upon  the  whole  depends." 

That  is  the  complete  statement  which  Mr. 
Doubleday  collected  statistics  to  prove,  and  very 
satisfactorily  he  proved  it,  or  I  should  say  illus- 
trated it. 

In  Mr.  J.  S.  Mill's  "  Political  Economy,"  in  the 
note  on  page  197  of  the  sixth  edition,  he  refers  to  the 
peerage  as  affording  evidence  to  contradict  Mr. 
Doubleday,  when,  as  the  latter's  readers  will  see,  the 
peerage  statistics  are  Mr.  Doubleday's  best  illustra- 
tion ;  but  Mr.  Mill's  remarks  are  only  generalities, 
and  it  is  surprising  that  having  referred  to  Mr. 
Doubleday  and  the  peerage  he  should  not  have  tried 
to  illustrate  his  ideas  by  statistics  in  a  manner 
similar  to  the  gentleman  he  tries  to  refute. 

Again,  Mr.  Mill  refers  with  approval  to  Mr.  Carey's 
remark  that,  if  Doubleday's  theory  was  correct,  the 
increase  of  the  population  of  the  United  States, 
apart  from  immigration,  should  be  one  of  the  slowest 
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on  record,  showing  therefore  that  he  did  not  com- 
pletely understand  Mr.  Doubleday  ;  for  Mr.  Double- 
day  says  particularly  in  the  passage  above  quoted, 
not  that  diminution  of  sustenance  is  the  only  cause, 
but  a  chief  one,  and  when,  as  in  the  case  of  America, 
hard  work  in  a  trying  climate  has  produced  the  same 
depletive  effect  as  lack  of  sustenance  would  do,  and 
so  a  great  increase  of  population,  the  increase  merely 
proves  Mr.  Doubleday's  theory  true.  The  extra  hard 
work  entailed  on  man  in  such  a  case  as  America, 
causes  a  depletive  effect  which  the  capacity  of  the 
stomach  cannot  obviate  by  an  equally  rapid  increase. 
The  causes  of  the  depletion  may  be  many,  and 
difficulty  of  getting  food  or  hard  work  is  one  just  as 
much  as  lack  of  food  or  sustenance.  In  all  young 
colonies  every  one  knows  life  is  extremely  hard, 
though  equally  also  food  is  cheap  and  abundant. 

Doubleday's  views  will  be  found  fully  developed 
by  Herbert  Spencer  in  his  "  Biology/'  sec.  343,  &c., 
where  the  learned  author  explains  the  antagonism 
between  development  and  genesis,  or  as  we  must 
put  it,  in  Political  Economy,  between  utility  and 
reproduction.  Darwin  undoubtedly  held  the  sam^ 
views  as  Doubleday,  but  however  fully  confirmed, 
the  idea  would  be  ridiculed  by  some  people. 

The  whole  matter  springs  from  the  limit  which 
has  been  placed  upon  all  things  ;  whether  the  limit 
is  the  limit  of  consumption  or  the  limit  of  develop- 
ment, or  anything  else,  the  doctrine  holds  good, 
because  of  the  limit. 


488  POLITICAL  ECONOMY. 

Consumption  is  limited,  but  moves  from  the 
material  towards  the  immaterial,  therefore  it  stands 
to  reason  that  the  more  consumption  tends  to  become 
material,  the  less  immaterial  it  is  ;  but  immateriality 
is  the  cause  of  reproductivity ;  consequently  the  more 
material,  or  the  greater  the  utility  of  any  object, 
the  less  is  its  effect  in  the  reproduction  of  desire  in 
others. 

5.  Of  the  differentiation  of  consumers. — I  have  so  far 
traced,  first,  the  cause  of  consumption,  secondly,  the 
cause  of  its  increase,  and  now  we  come  to  the 
increase  itself,  and  propose  to  show  how,  by  the 
differentiation  of  the  classes  who  consume  into  poor, 
middle,  and  rich,  consumption  is  positively  increased 
in  volume,  so  that  the  total  consumption  of  a 
community,  among  whom  there  is  the  greatest 
inequality  of  fortune,  is  greater  than  the  total 
quantity  consumed  by  those  communities,  whose 
individuals  are  upon  a  nearer  equality  in  respect  of 
wealth.  And  this  is  in  effect  to  verify  the  statement 
so  much  laughed  at  by  economists,  that  the  con- 
sumption of  the  rich  is  necessary  to  the  labour  of 
the  poor,  that  because  the  rich  consume  more  out  of 
proportion  to  their  diminished  number,  therefore 
their  expenditure  is  more  beneficial  to  the  poorer 
classes  than  the  expenditure  of  the  poorer  classes 
themselves. 

Lawyers  have  accustomed  the  public  to  the  words 
necessaries  and  superfluities  in  a  practical  manner  ; 
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we  do  not  mean  to  say  that  such  terms  were  formerly 
unknown,  but  law  has  brought  them  within  the 
range  of  practical  economics,  and  considering  con- 
sumption from  this  light,  we  may  say  that  legal 
necessaries  are  the  index  of  what  we  will  call 
necessary  consumption.  The  poorer  classes,  then, 
in  any  society,  are  limited  to  the  consumption  of 
necessaries,  and  the  law  limits  the  higher  classes, 
which  comes  under  its  domination,  to  the  same  class 
of  consumption,  and  this  may  be  taken  as  the 
middle  or  index  of  consumption ;  but,  inasmuch  as 
the  consumption  of  the  poorest  of  the  poor  never 
falls  below  this,  whereas  the  consumption  of  the 
rich  always  rises  above  it,  the  consumption  of  the 
rich  is  greater  in  proportion  than  the  consumption 
of  the  poor.  We  all  of  us  know,  that,  given  a 
certain  station  in  life,  a  certain  expenditure  is 
necessary,  and  a  higher  income  yields  a  dispro- 
portionate ability  to  consume  :  for  instance,  take 
an  undergraduate  at  a  university,  given  £200  a  year, 
and  he  is  in  comfortable  circumstances,  add  then 
but  another  £50,  and  the  effect  will  be  out  of 
proportion  to  the  increase  ;  he  will  be  in  a  position 
to  spend  upon  superfluities  more  in  proportion  to 
the  income ;  suppose  that  10  per  cent,  of  the  former 
goes  in  superfluities,  15  per  cent,  of  the  latter  will 
go.  In  the  first  case  £20  will  be  spent,  in  the  latter 
£37.  los,  instead  of,  as  one  would  expect,  £25.  We 
all  of  us  know  and  feel  this  to  be  so,  yet  few 
economists  practically  regard  it. 
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But,  again,  suppose  a  duke,  with  £"365,000  a  year, 
wants  or  takes  a  fancy  to  a  fine  pair  of  carriage 
horses,  which  are  offered  to  him  and  bought  for 
£1000,  the  Duke  has  here  consumed  as  much  as 
would  pay,  say  1000  labourers  for  a  week  at  £i. 
Now  can  anyone  suppose  that  1000  men  would 
devote  a  week's  work  simply  that  one  of  them,  or 
one  of  them  at  a  time,  might  enjoy  the  use  of  those 
horses  ?  Such  an  idea  seems  ridiculous ;  conse- 
quently, if  there  was  no  duke,  there  would  not  be 
the  valuable  horses,  for  there  would  be  no  one  who 
could  pay  their  price.  This  way  of  looking  at  the 
question  is  open  to  the  objection,  that  the  proportion 
between  the  number  of  dukes  and  the  number  of 
labourers  is  in  favour  of  the  labourers ;  that  is  to  say, 
that  the  extra  number  of  labourers  beyond  the 
thousand  would  bring  the  consumption  up  to  that  of 
the  highest  classes.  The  better  statement  would  be 
by  taking  the  consumption  of  the  richest  and  the 
poorest  together,  to  see  if  it  was  greater  than  the 
middle  class.  There  is,  however,  no  way  of  illus- 
trating the  matter  by  statistics  in  this  manner,  and 
the  only  way  of  proving  it  is  by  considering  the 
proposition,  that  the  further  off  the  labour  is  from  us, 
at  the  time  of  consumption,  with  the  results  of  which 
we  buy,  the  more  readily  do  we  part  with  the  means 
of  purchase,  a  fact  so  obvious  as  to  need  no  comment. 
There  are  no  persons  so  ready  to  spend  as  those 
who  have  never  produced,  but  who  have  acquired 
their  property  by  gift  or  device,  and  it  is  this 
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increasing  readiness  to  spend  which  proves  the 
differentiation  and  consequent  increase  of  con- 
sumption. 

There  is,  however,  another  matter  to  be  considered, 
which  calls  for  all  an  economist's  care  and  attention. 
In  young  States,  in  progressive  States,  there  exists 
this  differentiation  and  consequent  increase  of  con- 
sumption, but  from  a  consideration  of  the  true 
method  of  proving  it  to  exist,  namely,  by  taking  the 
consumption  of  the  highest  and  lowest  together,  and 
comparing  it  with  the  middle  class  consumption,  an 
idea  of  importance  is  suggested,  which  is,  that  inas- 
much as  wealth,  while  differentiating  the  classes,  has 
produced  of  its  own  accord  by  so  doing  an  increasing 
middle  class,  and  as  this  class  tends  ultimately  to 
trench  upon  the  other  two,  so  wealth  must  ultimately 
get  rid  of  the  increase  of  consumption  caused  by  its 
differentiation. 

Now  this  is  one  of  the  most  curious  phenomena 
of  wealth;  for  it  explains  at  once  the  cause  of  the 
decadence  of  wealth  in  a  State.  When  the  middle 
classes  have,  as  we  will  suppose,  made  their  con- 
sumption either  to  equal  or  surpass  that  of  the 
lowest  and  highest  put  together,  it  stands  to  reason 
that  the  reproductivity  of  desire  must  cease  to 
operate  as  powerfully  as  before,  for  the  scope  of  its 
operation  diminishes  with  the  increasing  uniformity 
of  society. 

The  nearer  approach  we  make  to  an  equality  in 
style  of  living  and  expenditure,  the  less  effect  that 
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expenditure  by  One  person  must  have  on  any  other 
person,  and  as  the  reproductivity  of  desire  dies  out, 
so  must  wealth  cease ;  for  when  we  cease  to  desire 
we  cease  to  labour  or  trouble  ourselves  to  obtain, 
and  with  the  increasing  satisfaction  increases  the 
irksomeness  of  the  labour.  Moreover,  it  must  not 
be  forgotten  that  inequality  of  wealth  or  value  is  the 
cause  of  exchange,  that  as  equality  approaches  so 
exchange  dies  out,  and  upon  its  death  must  follow 
the  decadence  of  wealth. 

The  word  division,  as  used  by  Adam  Smith  in 
relation  to  labour,  is  not  nearly  so  expressive  as 
differentiation,  because  it  merely  expresses  the 
cause  and  not  the  effect,  which  is  what  it  is  desired 
to  express.  The  object  is  not  merely  to  divide 
society  into  three  or  more  classes,  but  to  note  the 
effects  of  that  division  upon  the  consumption  of  the 
community.  It  is  the  smaller  numbers  of  the  upper 
classes  that  makes  them  richer,  or  perhaps  we  should 
say  it  is  their  riches  that  makes  them  smaller ;  but 
ultimately  the  poorer  classes  reap  a  benefit  by  their 
spending  more  and  getting  less  in  return  than  their 
poorer  neighbours.  By  the  differentiation  of  labour, 
the  sum  of  the  labour  is  reduced,  or  the  result 
increased ;  by  the  differentiation  of  consumption, 
the  sum  of  consumption  is  increased,  and  with  it 
the  labour  and  the  classes  who  live  thereby. 
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